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A look 

at whatS ahead 
in the realities of 
Space exploration 


Some predictions from Douglas 
—builders of Thor which has 
launched 80‘, of all successful 
U.S. satellites & space probes 
in the past two years 


Our mastery of space has advanced so 
rapidly that only diehard pessimists 
doubt the moon and planets will know 
our footsteps within a few decades. 

Already a vehicle capable of orbiting 
a 19,000-pound payload, or driving 
5,000 pounds to escape velocity, or 
lofting 2,500 pounds to Mars or Venus 
is being built in the U.S. This is 
Saturn, taller than a 14-story building, 
with an initial thrust of 1.5 million 
pounds. Its second stage, under 
construction for NASA by Douglas, 
will use a cluster of liquid hydrogen- 
oxygen engines of unique design. 

The world knows a man can rocket 
into space and return. Can he survive 
for long periods? Douglas studies give 
a strong affirmative. Zero gravity and 
artificial G require further study. 
Radiation is a continuing problem, 
but reports from Discoverer XVII, 
one of 46 space projects launched by 
the Douglas Thor rocket, show the 
threat less serious than was first thought. 

The cost of space travel? A break- 
through in nuclear power, which 
Douglas engineers confidently predict, 
should cut the operational cost of a 
trip to the moon to about $900 per 
passenger. Other power sources, 
already under study, may even open 
such stars as Sirius and Alpha Centauri 
to travel. 

The DC-8 Jetliner, an example 
of Douglas aero-space leadership 


Few of us will ever be lunar commuters, 
but growing millions are learning 
about a new kind of travel through 
the DC-8 jet 

Here is an airplane that slices 
through time at 10 miles a minute, 
opens the world to all who have 
an urge to get up and go places. 

Next trip, fly a DC-8 jet, newest of 
which is the DC-8 Series 50, fastest 
long-range jetliner in the sky. 


Douglas is building Saturn's 2nd stage 
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Beneath a field like this... 


is a complex communications center 


In minutes, an enemy attack could 


level some of our sprawling cities. 


Because of this, the Bell System is 
now supplementing its great reaches of 
buried cable with a network of under- 
ground communications stations. 


Under the protection of a thick earth 
and concrete cover, and away from 
major target areas, several Bell System 
communications centers are already in 


operation. Many more are to come. 


The walls for these installations are 
huge, reinforced concrete slabs. Venti- 
lation systems filter air so fine that 
even radioactive fallout cannot enter. 
Food and water are stockpiled. Living 
quarters are provided for all operating 
personnel. 


These buildings are costly. Tough 
to build. 

Yet, the Bell System recognizes that 
communications are the lifelines of our 


BELL TELEPHONE SYSTEM 


defense systems. And so we took the 
lead in establishing these underground 
centers with our own money. 


There are many other ingenious 
projects in our “Survivability” pro- 
gram for America’s communications. 
Many cannot be mentioned here. 


Because of them, ambitious com- 
mand, control and defense systems 
are feasible. And our vast existing 
communications network is one of 


America’s most ready defense weapons. 








Siegler spreads metals like butter 


In implementing our aerospace and defense programs, 
Siegler capabilities go beyond the field of electronics. 


For example, Siegler pioneered the development of Spin 
Forging in this country 
cess. In both volume and productive capacity, Siegler is 
now the major source for Spin Forging requirements in 
the United States, producing missile and space vehicle 
components for all major aerospace programs. 


Siegler’s new Spin Forge facility, largest in the world, 


includes a 120” Spin Forge. This giant machine tool can 
apply force in excess of a million pounds per square 
inch, to form components up to 10 feet in diameter and 
25 feet long. The process flows metals into surface of 


revolution configurations such as cylinders, cones, ven- 


turiis and domes—to extremely precise tolerances. 


a unique metal forming pro- 


Siegler has produced various Spin Forged components 
from almost every known metal used in missile and 
space applications. These include a wide variety of tool 
steels, stainless steels, aluminum, Titanium, Molybde- 
num, Tungsten, Beryllium and Mag-Thorium. Insofar 
as is known, the process is applicable to all metals, 
including exotic metals that cannot be formed by con- 
ventional methods. 


Siegler capabilities in Spin Forging are one of many ex- 
amples of outstanding Siegler performance, deriving 
from closest coordination of all Siegler divisions. Siegler 
coordinated capabilities range from basic research 
to production in military, industrial and consumer 
electronics; aerospace components; heating and air 
conditioning equipment. 
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SIDE LINES 


The News That Counts 


THE eEpitors of Forses make no 
claims to reporting all the news of 
business and finance. We cannot, 
for example, begin to tell a chemi- 
cal man all he needs to know about 
the chemical business nor a rail- 
road man all he should know about 
railroads. Necessary as they are, 
these are tasks we willingly leave 
to the trade magazines and the 
daily business press. 

Forses is written for business- 
men and executives in general, 
whatever their fields—not for spe- 
cialists. Our job, as we see it, is to 
cull through masses of data to 
pick out those key events execu- 
tives must know about for the con- 
duct of their own business and in- 
vestments. The news that counts 
for them as businessmen and in- 
vestors. And with its significance 
clearly spelled out. 

A brief run-through of some of 
the highlights of this issue in your 
hands will give you an idea of 
what we mean. 

Page 19. Forses’ feature-in-depth 
is devoted this time to the Chase 
Manhattan Bank. A _ profound 
change has taken place in the 
banking business. Once the shapers 
of industry, big banks are now its 
servants. Our story examines in 
telling detail the ways in which 
Chase Manhattan is changing to 
meet the challenge, a change sym- 
bolized by its new headquarters 
(see picture). 

Page 32. Why is Scott Paper the 
most profitable of all big companies 
in the paper business? ForBes ex- 
amines this question on the occa- 
sion of the opening of Scott’s new 
research lab. We think the an- 
swer in Scott’s case has fascinat- 
ing implications for all businesses 

Page 13. J.I. Case is a company 
that has gone from all-out expan- 
sion to all-out contraction in the 
space of less than two years. What 
these wrenching changes have done 
to this venerable specialist in farm 
machinery and road-building 
equipment is graphically described. 

Page 23. The Hooker Chemical 
story describes a remarkable ex- 
ample of corporate foresight. 
Hooker executives foresaw a prob- 
lem before it grew to insoluble 
proportions, made a timely decision 
and took a bold but carefully rea- 


Forbes Inc 


soned risk. The results, we think, 
are worth pondering by chemists 
and nonchemists alike. 

Page 24. Small in size, but large 
in implications for investors, is 
NAFI Corp. The story shows what 
can happen when public enthusi- 
asm for a company’s stock gets too 
far ahead of the facts. 

Page 25. The flamboyant career 
of Bart Lytton has taken many 
a turn, and his wheelings and 
dealings in West Coast savings 
& loan association affairs are an 
instructive and fascinating case 
study. 

From this quick sampling of a 
part of the contents of the current 
Forses, we think the reader will 
see that a great deal of useful busi- 
ness information has been packed 
into a relatively small space. In- 
structive studies in corporate man- 
agement, finance, sales promotion 
and investment. All of it useful for 
executives in their business life as 
well as in the management of their 
personal affairs. 

Apropos, we remember _ that 
upon hearing of the death of 
Napoleon Bonaparte, Talleyrand 
is supposed to have exclaimed: 
“That is not an event; it is only a 
piece of news.” Forses’ editors try 
to view the happenings in business 
and finance the way we think 
Talleyrand would have done. It’s 
not the “news” we’re interested in 
but the significant events. 
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Shining Example of a well-run railroad. 
Thorough, informed, plant-location counsel is yours from Nickel 
Plate Road. Your inquiry will be handled in confidence by . . . 
“the railroad that runs by the customer’s clock.” 


NICKEL PLATE ROAD - CLEVELAND 1, OHIO 
Offices in principal cities 


Kensington, Md. 





Check ... and triple check! 


That's just what we do whenever we act as your broker in the 
purchase or sale of any over-the-counter security. 

We've made it a must for all of our 77 traders to get at least 
three prices, if available, before completing any commission order 
tor our customers. 

Sometimes, of course, to get a quote on a little known security, 
one of purely local interest, we may have to check markets in 
Boston or Baton Rouge, St. Petersburg or St. Paul. 

And that’s why we installed a new wire service, a kind of over- 
the-counter “ticker” that links all of our 131 offices from coast- 
to-coast and carries a day long stream of nearly 5,000 quotes on 
over-the-counter stocks asked for by Merrill Lynch customers. 

If you're interested in unlisted securities yourself... 

If you'd like to benefit from the best prices we can find if you're 
buying or selling, be sure to call— 


MERRILL LYNCH, 


PIERCE, FENNER & SMITH INC 
MEMBERS NEW YORK STOCK EXCHANGE AND OTHER PRINCIPAL STOCK AND COMMODITY EXCHANGES 
70 PINE STREET, NEW YORK 5, NEW YORK 





1 READERS SAY 


Sir: The facts are that Civil Service 
employees (“The Unfireables,” Fact and 
Comment, Forses, Sept. 15) can be re- 


| moved for insubordination and for crim- 
| inal, infamous, dishonest, immoral or dis- 


graceful conduct. ... Sure we may have a 


| few bad apples in the barrel, but you fel- 
| lows in the publishing business aren’t all 


prime winesaps either—you have to ad- 


| mit there are a few among you who are 


just plain saps. 
—R.B. McCormick 


Sir: Isn't it about time editors stopped 
sniping at underpaid civil servants? 
What a gross distortion to imply a civil 
servant must almost commit murder to 
get fired! 

—JOHN ORVILLE 
St. Louis, Mo. 


Sir: If a merit system Civil Service did 
not exist, we would have a chaotic sys- 
tem where the political appointees would 
have full control and arrive at decisions 
based purely on the political advantages 
involved. With Civil Service personnel, 
a certain insulation from political pres- 
sure is achieved. 

—-JAMES F. McHA.e 
Arlington, Va. 


Sir: Many regulations devised to pro- 
tect the public prevent us from elimina- 
ting all of the so-called red tape... . Just 
because a few employees may be below 
par, is it fair to place all loyal workers in 
the same category? 

—A 26-yYEAR Civit SERVICE VETERAN 
Champaign, III. 


Sir: Find some way to decorate Senator 
Symington for his position on Civil Serv- 
ice arrogance. ... And frame his state- 
ment and send it to every governor in the 
U.S. with Charles G. Dawes’ comment: 
“Mediocrity requires aloofness to preserve 
its dignity” (Thoughts on the Business 
of Life, Forses, Sept. 1) 

—Eari D. WALLACE 
Lexington, Ky. 


Sir: I have found government em- 
ployees extremely courteous and always 
willing to help me . . . I have always ap- 
proached them as fellow American citi- 
zens, never as bureaucrats. I don’t like 
the way the American press refers to 
them as if they were a bunch of thieves. 

—A. CHRISTY 
Los Angeles, Calif. 


Missing Columnist 


Sir: In recent issues of your magazine, 
the articles written by Donald Goodwin 
do not appear. I am wondering if his 
articles for Forses have been terminated. 

—Ear. D. Hoitsy 
Greenfield, Mass. 


Due to the pressure of his business af- 
(CONTINUED ON PAGE 49) 
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TRENDS & TANGENTS 


New life. A big sigh of relief was 
heard at General Dynamics as Ameri- 
can Airlines signed, after all, for 20 
of the 25 Convair 990 jets it had or- 
dered in 1958. That scotched persist- 
ent rumors that the order would be 
canceled for failure to meet speed 
specifications, which in turn might 
have forced GD to shelve the 880/990 
program on which it had spent $338 
million. But it will still have to im- 
prove 990 speeds somewhat to satisfy 
American. 

° o se 

Sound as a dollar? The recent 150- 
point decline of Texas Instruments 
from its 1960 high of 256 wiped out 
some $560 million in market value— 
more than eight times the company’s 
net asset value, and nearly half the 
estimated worth of the entire semi- 
conductor industry. 


. « . 

Iceberg. On the surface, big builder 
Morrison-Knudsen seems stuck this 
year in the same old earnings box 
(about $5 million) that has hemmed 
it in since 1953. But operating 
income, which includes growing 
depreciation charges and _= special 
writeoffs, has grown so much that 
dividends could be more than doubled 
between 1953 and 1960, from 80 cents 
to $1.90 

* e ° 

Like a hawk. Jimmy Hoffa’s latest 
target seems to be the poultry indus- 
try. He proposes a national organiza- 
tion, allegedly unaffiliated with the 
Teamsters, to which he will altruisti- 
cally contribute $1 million for an 
Eat-More-Chicken campaign. 

* ® ‘ 

Dear boola-boola. The cost of higher 
education this year is some 5.2% 
above last, according to a recent sur- 
vey. The average cost of tuition, room 
and board is $1,869, vs. only $1,100 for 
the same items a dozen years back. 
But suffering parents can take some 
comfort from the fact that college 
graduates may expect to earn $177,000 
more than high school grads during 
their working lifetimes. 

. ® . 

Glamour's price. After two years of 
heavy losses, Pittsburgh’s Salem- 
Brosius, Inc. will sell off the exotic 
assets of its Alloy-Freitag division, 
which produced hardware for nuclear 
plants plus 70° of the company’s 
Salem-Brosius will return 
meekly to the manufacture of such 
equipment as soaking pit cover car- 
riage lifters and cinder notch stoppers. 

a ‘ © 
Tit for tat. Philip Morris, latest U.S. 


losses. 
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cigarette firm to invade the lucrative 
European market, had to give as good 
as it got. In return for distribution of 
its Parliament brand in France, Philip 
Morris will peddle in the U.S. the 


French tobacco monopoly’s Gauloises | 
brand, which accounts for 60% of all | 


French cigarette sales. 
« > » 
Safety before sweetness. 
flat on its back by confiscation of its 
Cuban sugar properties 
Punta Alegre Sugar Corp. was back 


in business last month via the $40- | 


million purchase of C-G-F Topeka 


Grain Elevator, said to be the world’s 
with a capacity of | 
Punta Alegre | 


second largest, 
41 million bushels. 
planked down $3 million cash, will pay 
the rest in interest-free installments 
over 15 years. 

5) > + 

Landmarks. Neither the Wabash nor 
the Nickel Plate (the New York, Chi- 
cago & St. Louis) will lose their iden- 
tity should ICC approve their absorp- 
tion by the Norfolk & Western. Said 
N&W President Stuart Saunders: “We 
do not intend to let these respected 
symbols of reliable railroading dis- 
appear.” ICC hearings on the pro- 
posed consolidation begin Oct. 10 in 
Washington. 

ie * + 

Lo, the poor insider. 
yearn to protect the defenseless stock- 
holder from rapacious corporations 
might consider the plight of former 
New Haven Railroad President George 
Alpert. Last month Alpert sold, for 
an estimated $2 a share, some 10,500 
shares of New Haven common that 
cost him close to $30 in 1956. Alpert’s 
new law practice will have to be very 
lucrative indeed to enable him to use 
up his tax loss of some $290,000. 

. ° . 

Prodigal plant. 
(1960 sales: $18.4 million) moved part 
of its production to Clinton, N.C. in 
1959. Now the supplier of headlamps 
to the auto industry has just closed 
its southern plant and moved back 
home. Difficulties in training 
sonnel, reported President-Treasurer 
Harry Hirsch, were far greater than 
expected. Added Hirsch: “We're not 
pioneering any more.” 

« . e 

Rough road ahead. Bondmen who 
watched two previous failures to mar- 
ket a proposed issue of $180 million 
Massachusetts Turnpike Authority 
revenue bonds doubt whether a new 
syndicate headed by Allen & Co. can 
succeed—unless strong Boston oppo- 
sition (which includes Massachusetts 
Governor Volpe) can be overcome. 

* * - 

Mothers at work. U.S. working moth- 

ers with children under 18 have 
(CONTINUED ON PAGE 53) 





Knocked | 


last year, | 


Crusaders who | 


Detroit’s Hall Lamp 
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Cooling space pilots from launch to landing 


New concepts in airborne cooling have become vital to the 


progress of America’s space program. For example, Garrett is 
now developing an advanced system for the Boeing Dyna-Soar 
manned space glider. It will use the liquid hydrogen fuel for 
the vehicle’s own accessory power system to control the tem- 
perature of the pilot and equipment throughout the flight. 


In the past 20 years, Garrett has achieved many such break- 
throughs. Most of today’s jet airliners have Garrett air condi- 
tioning systems, and so does the Project Mercury space capsule. 
Garrett research on other systems using exotic liquids and 
metals is leading the way to even more advanced thermal con- 


trol systems for future spacecraft. 


THE GARRETT CORPORATION « AiResearch Manufacturing Divisions « Los Angeles 45, 


California « Phoenix, Arizona « other divisions and subsidiaries: Airsupply-Aero Engineering 


AiResearch Aviation Service « Garrett Supply « Air Cruisers « AiResearch Industrial « Garrett 


Manufacturing Limited * Marwede!l + Garrett International S.A. «+ Garrett (Japan) Limited 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


GERMANY & THE WEST 


Bonn—An American could easily have imagined himself 
back home in the midst of the Kennedy-Nixon election 
instead of in Germany observing the results pouring into 
Bonn headquarters after the lengthy, bitter Adenauer- 
Brandt contest. Most West Germans were glued to their 
radio or TV sets. All day long, both in the countryside 
and here in the capital, people talked of little else. It is 
very hard to take seriously the observations of those who 
still maintain Germans have little interest in the demo- 
cratic process. 

Fortunately, Willy Brandt and his Socialist party have 
in very large measure adopted the same position in 
foreign policy that has been followed by the Adenauer 
government. The relationship is much like that be- 
tween the Democrats and Republicans on foreign affairs. 
Whatever coalition finally emerges, Western Germany 
will remain faithful to the West. 

In addition to a keen interest in observing the election, 
I was most anxious to find out how the German people 
seemed to feel about the Berlin crisis. There have been 
some disturbing suggestions at home that if a solution 
was worked out involving any concessions or com- 
promise many Germans would despair of U.S. “firm- 
ness” and press for a “neutral” Germany, reaching thei: 
own understanding with Khrushchev. I can find no 
evidence of this sentiment. In fact, the Germans are far 
more realistic about the Berlin crisis and its possible 
conclusion than many Americans. For instance, before 
the election all political parties and candidates in West 
Germany considered it “verboten” 
to suggest even faintly that the fact 
of two Germanies is apt to be last- 
ing in the foreseeable future. Offi- 
cially, such suggestions still are 
forbidden. Witness the sharp offi- 
cial reactions to the recent New 
York Times story. The Times re- 
ported that the United States was 
urging the West Germans to com- 
promise on the status of East Ger- 
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Chancellor Adenauer and Mayor Brandt in Berlin 


many and on permanence of the Oder-Neisse line 

Yet every single German to whom I spoke—business- 
men, housewives, farmers and the proverbial taxidrivers 
—expressed the view that Germany would not be reunited 
short of a war that none of them wanted. They invariably 
smiled at the idea that the U.S., Britain, France and thei 
own government could successfully insist to the Russians 
on the reunification of Germany through free elections 

“The only way you will see Germany one country 
again would be if the Allies hand over West Germany to 
Khrushchev and his puppets in East Germany,” said 
one government official. 

There is also a much greater awareness on the part 
of people in West Germany that they can and must do 
much themselves to preserve their freedom. A few years 
ago it was hard to find anyone aside from Defense Minis- 
ter Franz-Josef Strauss who wanted to bear any part of 
The attitude of “let the 
Even 


the younger West Germans seem to realize that their 


the cost of military capability 
Americans do it” is now very much changed 
freedom and their country’s continued prosperity de- 
pead very much on their substantial contribution to 
NATO. 

The German economy continues to flourish at record- 
breaking pace. The shortage of workers is about the 
only effective drag on a prosperity otherwise unbounded 
Increased productivity through constant plant moderni- 
zation has helped the West German manufacturer sur- 
mount even this problem. It is refreshing to find more 

German businessmen now willing 

to support to a greater extent thei: 

own defense forces, and some also 

now willing to ante up along with 

the U.S. for aid to underdeveloped 
countries. 

To sum up: judging from their 

recent election, the democratic 

process is working effectively in 
Germany. 


The German people have them- 





selves a full awareness that present bound- 
aries—and the two Germanies—are going to 
exist in the foreseeable future. A Berlin “so- 
lution” involving official recognition of these 
facts in return for meaningful Russian conces- 
sions would not “shock” our German allies. 

Happily, however, there is no significant 
sentiment among the German people or their 
political parties for a “neutral” Deutschland. 
With friends and relatives next door in East 
Germany under Communist domination, 
there is hardly a West German who hasn’t an 
intimate conception of what his lot would be 
without a strong NATO. This being so, vagaries of poli- 
tical and recurrent crises are not apt to disturb the very 
real understanding and friendship between the govern- 
ments of Washington and Bonn. 


ze 


STEEL PRICES: A DANGEROUS APPROACH 


President Kennedy’s letter to the steel companies ask- 
ing them to absorb a new round of wage increases with- 
out any rise in steel prices is deeply alarming. 

Not because he asked them to forego price increases. 
President Eisenhower made a similar request during his 
administration and, since 1958, despite most other price 
rises, including two steel union wage increases totaling 
some 8°, the steel industry has held the line. 

Not because he didn’t ask the steel unions to forego 
the wage increases which might necessitate price changes. 

But because he accepted the advice of some of his 
White House team and bluntly threatened that the con- 


sequences of not heeding his request might “require the 


adoption of restrictive monetary and fiscal measures. . . .’ 
This big stick approach in a one-sided appeal is highly 
dangerous. 

What happens if the steel companies conclude that, 
to safeguard the present and future of their companies, 
their workers and their stockholders, they must increase 
their prices? Do the same advisers then feel they must 
get the President to take some form of retaliatory action 
for face-saving reasons? 

It is exasperating to note how often “economists” in 
government or on the campus can blithely ignore the 
very simple tenets of a free enterprise system. Without 
showing profits, no business, from the one- 
man type to the corporate giant, can long 
exist. Modernizing equipment, research, ex- 
pansion; all depend in large measure on 
profits. Dividends to those who put up the 
money to create the business can only come 
from profits—after taxes. Without dividends 
it is hard to get people to provide money for 
growth. It is all well and good for some 
economist who has the President’s ear to 
assure him that on a 70% steel capacity the 
companies can earn a return of 7%. But the 
president of Pittsburgh Steel (Forses, Sept. 


10 


CHAIRMAN HELLER, 
Council of Economic Advisers 


f 


His yardsticks .. . 


PRESIDENT MAXWELL, 
Pittsburgh Steel Co. 


15, p. 53) could quickly set him straight as to 
how such figure juggling would work out 
in reality for his company. 

The President’s letter suggests that if there 
is no price increase now, when by previous 
contract steel wages go up, the industry’s 
“moral” position in bargaining for a new 
contract next year will be enhanced. It 
would have been considerably sounder and 
far more expressive of moral and political 
courage if the President in his letter had 
also asked the unions to forego the wage 
increase which would be the prime reason 
for a price increase. 

Can all, or some, or any of the steel companies absorb 
the new cost increases without endangering the jobs 
of their workers and the savings of their shareholders? 

I don’t know for sure. And neither do the President's 
advisers. 

I hope so. 

But I hate to see the President in the untenable position 
of having to deliver on ill-advised threats that should 
never have been part of his letter in the first place. 


a 
Zz 


WHAT A PAIR! 


In this time of ever-increasing tension, with survival of 
the human race at stake, I suppose we should be grateful 
for the diversion supplied by the asinine antics of two 
figures of fame, Field Marshal Viscount Montgomery and 
the Midnight Eminence of TV, Jack Paar. 

What a pair! Here is Monty, Britain’s popular wartime 
hero, traipsing off to Peiping to make the “startling” pro- 
nouncements to which nobody at home would pay any 
heed. It is really pathetic to watch a garrulous old man 
who had been a symbol of accomplishment for the British 
people as they held the fort for the Free World during the 
last war, now advocating that the West buy peace by 
acquiescence to Communist demands. No one, least of all 
in Britain, pays much heed, but it is sad to see such 
aggressive senility in one who once meant something so 
different to the allies of World War II. 

Then there is Paar bravely prancing along the Berlin 
wall, fearlessly facing his TV tape while a large group of 
American G.I.s are engaged as props. As Paar is stag- 
ing this pantomime, incidents of the toss- 
ing back and forth of water, rocks and 
tear gas go on at the wall. Any one of 
them could in moments trigger the world 
explosion. 

An incredible performance. 

If Mr. Paar really wants to give his show 
an all-time rating he ought to hold a “sum- 
mit conference” on it between Montgomery 
and himself. The results should indeed panic 
the world, and all that 
laughter in a very 
healthy. 


doctors agree 
time of tension is 


. don’t measure 
his problems 
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NEW 
“SEATING ARRANGEMENT” 4 


FOR 
THOUSANDS 
OF 
COMFORTABLE 
MILES 


ec 








—another important example of Rockwell-Standard 
progress in design and development 


Here is the newest Rockwell-Standard development in 
passenger seats—a development so markedly advanced 
that it is better described as an “arrangement for seat- 
ing” rather than by the common term. For ingenious 
design makes it “tailor itself” to the comfort require- 
ments of the passenger. 

Where your present car seat may have as many as 
450 parts and requires special decorative trim to bring 
it in keeping with the car’s interior, the one shown 
above has less than 60 components — all moulded in 
plastic foam. And the main frame serves its support 


function as it contributes to modern interior beauty. 

To the automobile manufacturer this can mean 
lighter weight, faster, easier assembly, lower cost. To 
the buyer it means greater comfort — better seat adjust- 
ment, better contour support without bulk, better 
air flow. 

This newest advance in car seating is another 
important contribution from Rockwell-Standard to 
the fields it serves so well — transportation, construc- 
tion, agriculture, petroleum, general industry and 
government. 


22 U.S. plants of Rockwell-Standard Corporation manufacture these famous products - TIMKEN-DETROIT® AXLES + HYDRA-DRIVE® TRANSMIS- 
SIONS + GARY® GRATING + BLOOD BROTHERS® UNIVERSAL JOINTS +» BOSSERT® STAMPINGS + AERO COMMANDER® AIRCRAFT + AIR-MAZE® 
FILTERS + KERRIGAN® LIGHTING STANDARDS. Pius these other Rockwell-Standard® products: AUTOMOTIVE BUMPERS + AUTOMOTIVE SEATING 


LEAF AND COIL SPRINGS 


The story of Rockwell-Standard 
is interesting. Send for 
illustrated booklet about the 
corporation and its 


ynamic.. prvensiFi€0 
i) 2 many products. 
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ROCKWELL-STANDARD 


BRAKES + FORGINGS 


a 


CORPORATION ANDAR 





Perhaps today 
possibly tomorrow... 


IN ANY EVENT SOME DAY SOON 


... you'll avail yourself of the rail transportation Union a 
Pacific provides. Then you will know for a certainty ; 
that here is a railroad that is constantly seeking better 
ways to satisfy the shipping and travel requirements of 
its patrons. 

















FOR SHIPPERS 


a modern, dependable freight service as 
fine as human ingenuity, mechanical skill 
and electronic devices can make it. 








FOR TRAVELERS 


these popular Domeliners to and 
from the Pacific Coast— 


From Chicago: 
CITY OF 
LOS ANGELES 
CITY OF 
SAN FRANCISCO 
CITY OF 


PORTLAND 


From St. Louis 
and Kansas City: 
CITY OF 
ST. LOUIS 








May we serve you? Consult any 
Union Pacific representative 


PACIFIC [Railroad 


QMAHA 2, NEBRASKA 
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FARM EQUIPMENT 





THE SAD CASE 
OF JI. CASE 


Despite the change in doctors 
and some painful surgery, 
ailing J.1. Case is showing 
precious little improvement. 


In JANuaRY of 1960, the directors of 
J.I. Case Co.,* the nation’s fourth 
largest producer of farm and indus- 
trial machinery, became alarmed by 
ominous symptoms on Case’s balance 
sheet. Among them were a feverishly 
rising debt load and a badly swollen 
inventory account. Their diagnosis: 
an acute case of overexpansion caused 
by the furious sales promotion of 
President Marc B. Rojtman. Their 
proposed cure: get Rojtman to slow 
down or get someone else. 

Tough Medicine. But Rojtman in- 
sisted that what Case needed was still 
more sales, not less. Directors, how- 
ever, had the votes, and Rojtman got 
out. In his place stepped William J. 
Grede (sounds like Grady), a Case 
director himself and a congenital con- 
servative who felt quite at home with 
the slow-down idea. 

Now, almost two years later, Grede 
has indeed succeeded in slowing Case 
down. Where Rojtman threw lavish 
“world premieres” to keep his dealers 
in a state of leaping and dancing ex- 
citement, one of Grede’s first moves 
was to fire the advertising manager, 
slash all promotion for a while. Where 
Rojtman boasted of budgeting half his 
operating profits for engineering, 
Grede fired more than 100 engineers, 
according to some estimates. 

Rojtman figured Case plants could 
support a $300-million-per-year vol- 
ume and was hell-bent to get there 
as soon as he could. Grede deplored 
the overhead costs that he would have 


*J.1I. Case Co. Traded NYSE. Recent price: 
83,. Price range (1961): high, 1314; low, 83. 
Dividend (fiscal 1960): none. Indicated fiscal 
1961 payout: none. Earnings per share (fiscal 
1960) da$14.32. Total assets: $219 million. 
Ticker symbol: JI 


ForBes, OCTOBER 1, 1961 


to carry in the meantime. He closed 
two plants. Concurrent with all the 
blood-letting, one executive vice 
president, two sales managers and 
Case’s chief engineer resigned. 

Costly Cure. Had such drastic sur- 
gery cured Case's disease, it prob- 
ably would have been worth the pain 
invelved. As of last month, however, 
more than one Case stockholder was 
wondering whether Grede’s cure 
hadn’t turned out worse than the dis- 
ease itself. 

Case had not merely slowed down. 
Its sales have dropped alarmingly and 
the company has run into huge losses. 
For fiscal 1961, which ends this month, 
Case sales of farm tractors and in- 
dustrial crawlers to dealers are not 
expected to get much above $150 mil- 
lion. In 1959, Rojtman’s last full year 
in command, sales came to $201 mil- 
lion. Where Rojtman showed a $6.2- 
million profit in 1959, Grede showed 
an enormous $40-million loss last 
year, could well lose another $12 mil- 
lion this year. (After nine months, 
Case had already lost $7.1 million on 
sales of $105 million.) In the space of 
two short years, Case has thus run 


jJ.1. CASE’S WILLIAM GREDE: 
time was flying 


AND FINANCE 
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through nearly every nickel of the 
$52 million in retained earnings it 
had taken 120 years to build. 

Worse, the worrisome symptoms 
that Grede had set out to clear up are 
still painfully present. When the fis- 
cal year ends on October 31, inven- 
tories at the factory—which had so 
alarmed directors—won’t be much 
below the $66-million level of a year 
ago, to say nothing of the $57-million 
figure at the end of 1959. This, despite 
a 25°, drop in sales. 

And the debt burden is almost as 
crushing as ever. The total amount 
of receivables on the books of Case 
itself and its credit subsidiary, J.1. 
Case Credit Corp., should be about 
$190 million at year-end. This is only 
12°, below where they were a year 
ago. And it is higher in relation to 
sales than the $262 million in receiva- 
bles that Rojtman showed at the end 
of 1959. 

Troubled Times. Financing these 
items is a problem Grede inherited, 
not one of his own making. It is the 
direct result of his predecessor's fran- 
tic pursuit of sales. In Rojtman’s 
three years, Case volume shot up from 
$87 million to $201 million. And these 
sales to dealers resulted in Case’s 
having to give extended credit to 
dealers and to customers. 

Thus, the financing problem is the 
most pressing one Grede has on his 
back—as it was to Rojtman. When 
some $145 million in short-term notes 
fell due last month, Grede was un- 
able to pay. He is now working des- 
perately with the 90 banks involved 
(among them, the First National City 
Bank of New York, Morgan Guaran- 
ty), under a 120-day extension, try- 
ing to “recast” the notes into long- 
term debt. “When you want time to 
fly,’ said Grede with gallows humor 
last month, “just sign a note at a 
bank.” This year, interest costs should 
fall somewhat below the onerous 11.4 
cents per sales dollar of 1960. But 
since operating profits to cover them 
have totally disappeared, the im- 
provement is largely academic. 

Hard Luck Story. Grede, to be sure, 
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bad luck. The 
past 20 months were tough times in- 
deed to be nursing so sickly a com- 
pany. In 1960 Case was hurt indirectly 
by a steel industry strike and then 
directly by a crippling strike in its 
own plants. Together, these were 
large contributors to the $40-million 
loss that year. This year, Grede claims 
that .drought in Western Canada (a 
strong market for Case wheat com- 
bines) and Hurricane Carla in the 
South (where Case is strong in rice 
harvesters) have cost him between 
$7 million and $10 million in sales. 
“Normally that wouldn’t mean too 
much,” says Grede with cool under- 
statement, “but in the situation we're 
in, that was quite a jolt.” 

One way out of its misery would 
be for Case to merge with a healthy 
company. Grede’s line of road-build- 
ing and other industrial crawlers 
would be handy additions to the prod- 
uct mix of a healthier truck- or 
tractor-maker. But a merger might 
not do Case stockholders much good. 
Grede, awash as he is in red ink, is 
hardly in a position to hammer out 
favorable merging terms. 

For that reason, Grede may well 
have to continue nursing Case until 
it is healthy enough to get married. 
His most urgent problem, 


has had his share of 


of course, 


is the $145 million in short-term notes 


STAGGERING 


To finance dealer inventories and 
sales of its farm equipment, J. |. Case 
has assumed a staggering debt load. 
At a time when operating profits 
have totally disoppeared, Case must 
still pay out more than 9 cents in 
interest charges per dollar of sales 





| 
Pretax Profit 
per Sales $ 


Interest 
Charges 
per Sales $ 7 
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Losses 
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CASE DEALERS AT A ROJTMAN 


that come due early next year. Last 
month, Grede said that he was hopeful 
of getting “a reasonable amount of 
consideration” (i.e.. a conversion of 
the notes into long-term debt) from 
the banks. 

If he succeeds, Grede will then have 
even tougher problems to cope with, 
notably the staggering amount of lost 
sales strength to regain. Still unan- 
swered then, was the basic argument: 
Was Grede’s cure better than 
Rojtman’s disease? 


any 


4IRCRAFT 


ROHR’S COMEBACK 


After a dizzy tailspin in fiscal 
1960, little Rohr Aircraft has 
made an impressive come- 


back. 


YEAR IN and year out, California’s 
Rohr Aircraft Corp.* made a living 
by turning out airplane parts includ- 
ing, for example, engine installations 
(called “pods” in the trade) for such 
big planemakers as Boeing and Lock- 
heed. Rohr’s earnings, though more 
stable than those of many competitors, 
depended entirely on the volatile air- 
craft industry. 

Rohr’s founder and president, Fred 
H. Rohr, long dreamed of diversifi- 
cation. Realizing, however, that proper 
diversification could not be done on a 
shoestring, Rohr bided his time while 
he piled up cash. Last month, having 
already entered the field of missiles 
and rockets, Fred Rohr fast 

*Rohr Aircraft Corp. Traded NYSE. Recent 
price: 2334. Price range (1961): high, 2715 
low, 177% Dividend (fiscal 1961) : $1 Indicated 
fiscal 1962 payout: $1. Earnings per share 


(fiscal 1961) : $2.75. Total assets: $73.5 million 
Ticker symbol: RHR 


was 


a 
“WORLD PREMIERE”: 


from one extreme to the other 


moving ahead in another new field 
logical for a company whose business 
consists, basically, of metal fabricat- 
ing. Says Fred Rohr: “I doubt if 
any other metal fabricators utilize 
a wider variety of materials than 
we do.” 

Four-Day Houses. Fred Rohr was 
putting his fabricating skills to work 
in the building field. Rohr, he an- 
nounced, is launching its new “modu- 
lar” house, consisting of a steel frame 
structure along with walls fashioned 
from polystyrene foam plastic core 
Rohr’s houses, which will range from 
medium- to high-priced. will compete 
in the pre-fabricated market. “We 
believe these houses will find a big 
market,” says Fred Rohr. “What's 
more, the average seven-room house 
can be erected in about three or fou 
days.” 

In addition, Rohr’s advanced skills 
in metal technology were serving it 
well. It was also making its way in the 
new field of honeycomb steel, an ex- 
tremely strong method of structural 
building which has wide applications 
in missiles and aircraft. Rohr’s re- 
search people were working on a 
method of winding fiberglass to make 
strong, lightweight cases for rocket 
motors and solid fuel. 

Looking Up. Encouragingly, Rohr’s 
business was picking up at the same 
time it was launching its new ven- 
ture. Just last August, for example, 
it received an initial contract to make 
jet engine pod assemblies for Lock- 
heed’s C-141 jet cargo plane, an 
award that will bring Rohr many 
millions of dollars in sales. And if 
Uncle Sam decides to continue pro- 
duction of the B-52 bomber, for which 
Rohr makes the engine pods, the com- 
pany will be in clover. 

Among knowledgeable Wall Street- 
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ers, in fact, the guessing was that 
Rohr could net as much as $3.25 a 
share ir fiscal 1962 (ending July 31, 
1962). That would mean the best 
year ever for Rohr, well above 1961's 
record $2.75. An impressive come- 
back indeed for a company that lost 
$1.40 a share in fiscal 1960. 


REAL ESTATE 


FANCY FEES 


Interesting sidelight on the 

Empire State Building deal: 

it generated the biggest law- 
yer’s fee in many a day. 





WueEN lawyer Lawrence A. Wien laid 
his plans to purchase the Empire 
State Building, one big obstacle faced 
the ambitious scheme: Would inves- 
tors come through with the $26 mil- 
lion worth of syndication money that 
Wien needed to swing the deal? If 
not, Wien and his partners stood to 
lose the $4 million paid to owner 
Henry Crown for the purchase option. 

By last month, however, Larry 
Wien was already surveying the giant 
skyscraper with the proud look of 
ownership in his light brown eyes. 
For in the past few weeks enough 
money and letters of inquiry had ar- 
rived on his desk to virtually guaran- 
tee the syndication’s success. “I don’t 
expect,” he said laconically, “that we 
will even have to advertise this offer- 
ing. We have just about got all the 
subscriptions that we need.” 

The High Price of Law. But Wien and 
friends will do a good deal more than 


EMPIRE STATE BUILDING: 
counting on pride of ownership 
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More than any other man, Law- 
rence A. Wien, 55, bas dramatically 
revolutionized the U.S. real-estate 
business. For, virtually  single- 
handed, Wien was the first to 
apply the principles of widespread 
public ownership to an industry 
which had traditionally been the 
exclusive province of the big bank 
rolls. 

Two years after graduation fromm 
Columbia Law School in 1928, 
Wien with four friends launched 
his first small deal. But he soon 
came across a major drawback. 
“The real-estate business was lim- 
ited to wealthy men,” he explains. 
“They got the best properties and 
the biggest yields. The smaller 
people were limited to fourth and 
fifth class merchandise with low 
yields.” Wien continued to practice 
law, dabbling on the side in real 
estate. 

The opportunity to snap up the 
better merchandise did not come 
until after World War II. By then, 
billions ot dollars had accumulated 
in the hands of the middle class 
investors and were available for 
new ouilets. Wien helped supply 
them. Starting in the mid-Forties, 
Wien o.iginated the basic strategy 
of mass syndication that has be- 
come a classic model for all real- 
estate men. 

At first the old-time property 
owners were skeptical of the brash 
and pushy outsider. In 1950, for 
example, Wien organized a syndi- 








Pioneer Syndicator 


cate that bid $7 million for a Fifth 
Avenue office building against the 
$5-million offer by two million- 
aires. “They told me that I would 
lose my shirt,” remembers Wien 

Far from losing his shirt, Wien 
cashed in on the little man’s Vic- 
torian instincts for property, built 
the largest realty empire in the 
country. Today Wien controls $1 
billion worth of property at cur- 





rent market values. Among his 
more prominent holdings: the 
Manhattan Plaza and Taft hotels, 
the Lincoln and Graybar buildings 
Wien sees no end to the syndica- 
tion boom he started. Looking out 
of his window towards the Empire 
State, he says: “Who would not 
want to own a piece of the grand- 
est building in the world for only 
$10,000?” 








merely get back their $4-million de- 
posit from Henry Crown. Right off 
the bat Wien’s law firm will collect a 
$1.1-million fee for arranging the deal. 
More is to come. Wien’s associate. 
real-estate broker Harry B. Helmsley, 
receives a whopping $500,000 in bro- 
kerage fees. Then, after some $500,- 
000 in city, state and federal charges, 
about $900,000 is divided among spe- 
cial counsel, surveyors and sundry 
real-estate brokers. Total expenses: 
$3 million, including probably the fat- 
test fees in the lucrative history of 
real-estate wheeling and dealing. 
For Wien, this is only the begin- 
ning. The Prudential Insurance Co. 
is buying the building for $29 mil- 
lion. Then the “Pru” will lease back 
the building to the syndicate for 
annual rent. There remained $13 
million of the $68-million price to be 
found. Therefore, Wien and friends 
formed a shell corporation which will 
sell to the public $13 million worth of 


6°, notes. They plan to relend this 
money to the syndicate on a 24-yeai 
mortgage at 64e°,. 

Normal Profit. Thus, with only a 
few thousand dollars of incorpora- 
tion costs for the mortgage company, 
Wien and friends will earn a net 
profit of $65,000 from interest in the 
first year alone. In addition, the syn- 
dicate will pay Wien’s firm $100,000 a 
year as general counsel, and Helms- 
ley gets a substantial annual manage- 
ment fee from the syndicate 

Wien insists that such earnings are 
only incidental to his deals. “These 
fees,” explains Wien, “are the nor- 
mal income of conducting a law busi- 
ness. My only interest in real estate 
has been to build up long-range 
investments with a high yield.” Be 
that as it may, Wien’s law firm is 
about to collect one of the largest 
legal fees in years and is assured of a 
sizable piece of regular. business for 
a long time to come 





CHEMICALS 


THE 
WEATHER MAN 


By quickly adjusting its prod- 

duct mix to changes in the 

weather, little Spencer Chemi- 

cal has made healthy profits 
in a difficult business. 


Few areas of the chemical industry 
have been so badly affected by over- 
capacity in the last four years as the 
nitrogen business. Nitrogen products 
for agricultural and industrial use are 
among the oldest and easiest chemi- 
cals;to manufacture. Thanks to their 
simple technology, they have been 
the favorite products chosen by meat 
packers, oil companies and others 
who have been eager to break into 
chemicals. The result of this hectic 
building has been to sharply curtail 
profits. 

Despite this prevailing surplus 
capacity, however, President John C. 
Denton of little Spencer Chemical 
Co.* has developed a money-making 
formula which has produced some of 
the best earnings in the industry. To 
prove it, last month Denton announced 
that Spencer had snapped its fingers 
at the recession. In the 
ended June 30, on a 6.7% sales in- 
crease to $79 million, earnings had 
risen 2.7% record $6.9 million 
and in spite of an increase in the 
common capitalization, share earnings 
had risen slightly to $2.31 a share 


fiscal year 


to a 


*Spencer Chemical Co. Traded NYSE. Re- 
cent price: 3814. Price range (1961): high, 
4474; low, 28. Dividend (fiscal 1961): $1.40 
Indicated fiscal 1962 payout: $1.40. Earnings 
per share (fiscal 1961): $2.31. Total assets 
$105.2 million. Ticker symbol: SCH 
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Profits Rain or Shine. Denton has 
achieved these profits because he has 
made it his business to follow the 
weather. His formula is simple. The 
amount of rain during the fertilizer 
season affects the volume of plant 
food sales, but it also has a radical 
effect on the type of fertilizer needed 
by the farmer. Heavy rains, for ex- 
ample, will cut down on the liquid 
nitrogen demand and increase the 
need for solid-form fertilizers. 

Thus, in the mid-Fifties Denton, to- 
gether with company founder, the late 
Kenneth Spencer, set out to adapt 
their company to this unpredictable 
situation. They developed an upgrad- 
ing process that has produced one of 
the widest and most flexible product 
ranges in the industry. Spencer now 
can change a large portion of its total 
basic anhydrous ammonia output into 
solid-form ammonium nitrate at the 
simple flick of a switch. “I’m willing 
to wager,” says Denton, “that we have 
one of the highest capacities for up- 
grading nitrogen in the industry.” 

A Sell Out. This flexibility stood 
Denton in good stead this year. It 
was a wet spring. That meant that 
farmers needed more solid-form fer- 
tilization. Denton flipped the crucial 
switch, changed his output mix to 
meet demand. The nitrogen industry 
did not succeed in selling all it pro- 
duced, but Spencer sold out practi- 
cally every pound it could make 

In the meantime there appears to 
be no slackening of the rush to build 
even more nitrogen plants. Among 
the companies currently building 
plants are Swift, Monsanto, Standard 
Oil of California and American 
Cyanamid. Several more are presently 
in the blueprint stage. Yet Denton, 
with his flexible production setup, feels 
that Spencer will at the very least 


{PPLICATION OF FERTILIZER IN MIDWEST: 
profits as high as an elephant’s eye 





SPENCER’S DENTON: 
profits at the flip of a switch 


hold its own for the next three years. 

After That? To counterbalance the 
nitrogen business which accounts for 
some 40°; of sales, Spencer is moving 
closer to the consumer. This year, for 
example, it purchased three small 
packaging firms that will help out its 
ailing low-density polyethylene busi- 
ness. Denton has also moved into an 
entirely new field. Three years ago 
Spencer purchased the Pittsburgh & 
Midway Coal Mining Co., a utility 
coal producer, whose steady business 
will protect Spencer against the un- 
certainties in the nitrogen business. 
“The coal business,” explains Denton, 
“gives us a fly-wheel effect if the mar- 
ket for our nitrogen products suffers.’ 
But as things looked last month, 
Spencer’s nitrogen business was not 
likely to be doing much suffering. 


HOLDING COMPANIES 


NEW NAME 
ON THE ROSTER 


Eastern Gas & Fuel’s man- 
agement doesn’t know much 
about Simon Scheuer—only 
that he has just become their 
largest stockholder. 





WHEN a company acquires a major 
new stockholder, the chief executive 
officer naturally enough wants to 
know all he can about his new inves- 
tor. For Robert P. Tibolt, president 
of Boston’s big Eastern Gas & Fuel 
Associates, such fact-finding would 
have been no easy matter last month. 
As a result of a merger, Tibolt had 
just welcomed a major stockholder who 
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would henceforth be Eastern’s* larg- 
est. Until recently, the stockholder’s 
name had been as unfamiliar to Tibolt 
as it still is to most of the business 
and financial community. The name: 
Simon H. Scheuer. 

Tibolt did know, however, that the 
Scheuer family was a major stock- 
holder in Midland Enterprises, one 
of the U.S.” largest barge carriers of 
coal. When Eastern decided to merge 
with Midland this summer, the 
Scheuer family ended up getting some 
338,750 shares of Eastern common. 
That gave them about 11.8° of its 
stock and made them the largest 
stockholders of the famed old hold- 
ing company, which has big interests 
in gas, coal and railroad properties. 

Who? But just who was Simon 
Scheuer? Who’s Who skips straight 
from Schettler to Scheufler. Even 
in the bulging files of one of the 
metropolitan dailies, the only mention 
of Scheuer was as one of four plain- 
tiffs in a long-dead legal case. 

It was no wonder. If there is one 
thing Simon Scheuer hates, it is pub- 
licity. Instead, he has concentrated on 
making money. Starting out with 
little more than a Columbia degree 
and his native talents, he made his 
fortune building up a successful real- 
estate operation in New York. 

Quiet and unassuming, Scheuer, for 
all his 70 years, is somewhat of a 
mystery even to the men who know 
him. Says one baffled acquaintance, 
long a close business associate: “As 
many years as I’ve known him, he 
just isn’t the kind of fellow whose 
personal affairs you learn about. He’s 
very retiring.’ Added to that, Scheuer, 
an inveterate traveler who spends 
about half of every year voyaging 
abroad, is often hard to find. “He 
moves around so fast,” adds the asso- 
ciate, “that half the letters I send him 
end up by not arriving—the hotels 
get tired of forwarding them.” 

The few facts that are known about 
Scheuer can be quickly told. He lives 
in the famous, old Majestic apart- 
ments on Central Park West. His son 
James, one of the country’s biggest 
urban redevelopers, lives in one of 
Simon Scheuer’s many properties— 
London Terrace Towers, a vast apart- 
ment building that occupies a city 
block on W. 23d St. The family 
fortune certainly runs into the tens 
of millions of dollars, much of it con- 
servatively invested in prime Man- 
hattan real estate. 

How and Why? How did Scheuer, 
the New York realty man, end up 


*Eastern Gas & Fuel Associates. Traded 
NYSE. Recent price: 423g. Price range (1961) : 
high, 445g; low, 2942. Dividend (1960): $1.60. 
Indicated 1961 payout: $1.60. Earnings per 
share (1960): $1.93. Total assets: $197.4 mil- 
lion. Ticker symbol: EFU. 
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with control of a Cincinnati-based 
river barge company? “He loves to 
buy and sell securities,” explains 
Robert Tibolt. “He got interested in 
Midland Enterprises some years ago, 
liked the prospects, and went on buy- 
ing until he got control.” 

What attracted Scheuer to Eastern 
Gas and Fuel? Eastern’s strengths are 
as obvious as its weaknesses. The 
bulk of its earnings come from just 
one source: its 13.2% ownership 
(967,236 shares) of the Norfolk & 
Western Railway. The most pros- 
perous of all U.S. railroads, the N&W 
has been a gold mine for Eastern. 
Carried on the Eastern books at just 
$22.9 million, the stock is currently 
worth well over $100 million. Other 
Eastern interests are the wholly- 
owned Boston Gas Co. and the 37° - 
owned Algonquin Gas Transmission 
Co. 

The Big Weakness. But there is one 
big weakness: since late 1959, a heavy 
drag on Eastern’s earnings has been 
the losses at its limping West Virginia 
and Pennsylvania coal mining opera- 
tions. Tibolt himself is convinced 
Eastern’s coal can make money again. 
“We certainly expect so,” says he, “or 
we wouldn't stay in it.” 

Will Scheuer begin asking tough 
questions about the coal operations? 
That remains to be seen. Since the 
Midland deal was made, says Tibolt, 
Scheuer has not approached him 


about any voice in management. But 


he points out that Scheuer does 
already have a trustee on Eastern’s 
board. “Before the Midland deal was 
made,” explains he, “Mr. Scheuer had 
owned, partly through himself and 
partly through friends, around 80,000 
shares of Eastern stock. He asked us 
for single representation on _ the 
board, and so we put his man on.” 


EASTERN’S TIBOLT: 
facing an enigma? 


The Globetrotter. From Simon 
Scheuer himself there was not a word. 
For almost four months now, he has 
been voyaging in Europe, and at mid- 
month close associates were not even 
sure if he was in France or England. 
In short, the mystery man of Eastern 
Gas & Fuel apparently would be an 
enigma for management as well as for 
the public—at least for a little while 
longer. 


FOOD PROCESSORS 


DISCONTENTED 
COW 


Having gone about as far as 

it thinks it can in achieving 

profitability in dairy prod- 

ucts, Borden is stepping up 
its acquisition pace. 





IT WILL take a massive sitdown strike 
on the part of the nation’s cows to 
keep New York-based Borden Co. 
from a historic milestone this year 
reaching the $1-billion mark in sales 
The nation’s biggest processor of fluid 
milk, and second only to its Madi- 
son Avenue neighbor National Dairy 
Products in total dairy food volume, 
Borden sales were close to $750 mil- 
lion through the first nine months of 
the year, a record. And much as he 
dislikes prophecy, not even cautious 
President Harold W. Comfort thought 
a cow strike likely. 

Comfort last month was impressed 
by yet another goal now well within 
his reach. The year 1961 could easily 
see Borden pass rival National Dairy 
in milking net profits out of sales and 
thereby become the mosi profitable 
major dairy company in the industry 
So far this year, Borden is sporting 
a fat 2.8 cent net return on the sales 
dollar, narrowly but clearly ahead of 
National’s 2.7c margin. Not since 
World War II, and rarely before that, 
had National Dairy taken 
place to anybody. 

Cows & Bulls. If Borden does pass 
National this year in profitability, as 
now seems likely, it will mark a sig- 
nal victory for a company that has 
persisted in behaving like a decorous 
cow in a field of rampaging bulls. To 
get diversification and growth, many 
another dairy company had charged 
all over the nation making acquisi- 
tions, usually paying for them with 


second 


*The Borden Co. Traded NYSE. Recent 
rice: 6334. Price range (1961): high, 6834; 
ow, 55%g. Dividend (1960): $1.50. Indicated 
1961 payout: $1.50. Earnings per share (1960) : 
$2.71. Total assets: $380 million. Ticker sym- 
bol: BN 


17 











AFTER THE STORM WAS OVER 
Down the ramp of the first plane to touch down at Houston 
International Airport after Hurricane Carla had passed over 
stepped a group of preoccupied men with bulging briefcases. 
They were not, as might have been supposed, press reporters 
or Red Cross representatives. These men, in fact, were the van- 
guard of a vast invading army—the 1,200 or more insurance 
adjustors who converged on the stricken Gulf Coast to start 
on the costly job of settling insurance claims. 

Right away they went to work, poking around among the 
ruins and destruction, like the small group of adjustors pictured 
here, soberly calculating the damage to a stricken house in 
Galveston. 

Also hit by Carla are some of the 300 insurance companies who 
do business in the Gulf area. Because most underwriters with 
heavy commitments in the area reduce their risks through rein- 
surance, it’s impossible right now to assess which companies will 
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face the largest claims. But it is certain that most will suffer some 
losses, from the countless small Texas companies to some of the 
largest insurers in the land. 

Now that the reports on Carla’s ravages are being pieced 
together, what is the story they tell? In 10,000-home Victoria, 
Tex., losses may run as high as an average $500 a house, and 
in several other villages and towns they will run between $100 
and $200. Damage to industry has been heavy, with the hurri- 
cane costing as much as $2 million in damage and delays to Dow 
Chemical’s Freeport plant alone. Marine insurers, too, are sadly 
writing off a possible $6 million in lost and damaged craft. For- 
tunately for the underwriters, though, Houston escaped Carla’s 
full force. 

The total bill for insurance companies? It might run as high 
as $85 million to $100 million, says the National Board of Fire Under- 
writers, a sum exceeded only by Hurricanes Carol in 1954 ($129 
million), Hazel in 1954 ($122 million) and Donna last year ($100 
million). 


stock. Largely by these means, Na- 














tional Dairy boosted its sales volume 
nearly 84% (to $1.7 billion) in the 
decade from 1950 to 1960. Beatrice 
Foods sales more than doubled (to 
$478 million). Foremost Dairies sales 
starting from a much smaller base, 
leaped more than 800% (to $438 mil- 
lion). By comparison, Borden moved 
at a stately, not to say plodding, gait. 
Its sales grew little more than 50% 
over the same period. 

For this reason, Borden’s total earn- 
ings have not risen as fast as those of 
its competitors. But neither has the 
amount of stock outstanding. Thus, 
its record in avoiding dilution is best 
in the field. Out of each new dollar of 
profit since 1$50, Borden has passed a 
fat 97c down to net per share vs. 
National's 71c. 

Not that Borden had been utterly 
unmoving. Comfort has long had a 
stake in such things as instant coffee 
and frozen desserts. As far back as 
1950, Borden moved into chemicals, 
now gets some $60 million in sales 
from them. Nevertheless, even today 
nearly 50°, of Borden’s total sales are 
still in fluid milk, ice cream and 
cheese vs. some 30°; for National. 

On the Move. But now Comfort 
seemingly has concluded that he has 
squeezed about all the profitability he 
can out of his more traditional lines. 
“The fluid milk market is growing in 
total, but only in line with popula- 
tion,” Comfort noted. “Same for ice 
cream. Only cheese products are 
showing any growth in per capita 
consumption.” 

For such reasons, Comfort has 
stepped up his acquisition pace. In 
the eight years through 1958, Borden 
acquired barely half a dozen com- 
panies of any size. In the past three 
years alone, Comfort snapped up ten. 
Biggest deal to date: the acquisition 
of Columbus Coated Fabrics Corp. 
of Ohio this year, for which he dealt 
out a whopping 526,000 shares of com- 
mon stock, roughly 5% of the total. 

Can Do? Can Comfort succeed in 
acquiring companies without running 
into the dilution problem that has 
plagued most of his competitors? “I 
think we can,” said he last month. 
“Whatever we acquire will improve 
our captive markets.” As one ex- 
ample, Comfort cites the Columbus 
Coated Fabrics deal. “They are big 
users of polyvinyl chloride,” says he, 
“and we are already producers of 
PVC.” Thus the trick, as Comfort sees 
it, is to make certain that whatever 
acquisitions he makes in the future— 
and he is determined to make them— 
can be integrated into existing prod- 
ucts and facilities. That way he hopes 
to solve the problem of how to grow 
without diluting either earnings per 
share or profit margins. 
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BANKS 


NEW COURSE FOR CHASE MANHATTAN 


By exploiting its traditional strengths in ingenious 
new ways, New York’s biggest bank has sought to 
adapt itself to a very different environment than 





Any big and successful New York 
bank today is like an erstwhile poten- 
tate who has learned to live happily 
with the common people. For its very 
size and success is proof that it has 
adjusted to a world very different 
from that in which it grew up. 

Time was when bankers were the 
lords of economic creation, when the 
Morgans, resolving to do “only first- 
class business, and that in a first-class 
way,” spent their energies in organiz- 
ing or directing the U.S. Steels and 
New Haven Railroads that dominated 
the economy of a bygone day. The 
Government's separation of commer- 
cial from investment banking had 
much to do with finally ending that 
era. But still more important was 
the slow evolution that shifted the 
economic balance of power from the 
banks to the industrial corporations. 

Trophies of the Chase. In this new 
setting, in which commercial banks 
are indisputably the economy’s serv- 
ants rather than its masters, how is 
giant ($8.1-billion deposits at last 
year-end) Chase Manhattan Bank 
doing? Very well, indeed, to all ap- 
pearances. It is now firmly settled in 
a superb new building (see picture). 
It is once again clearly the largest 
New York bank, a spot from whence 
it had been displaced for a decade by 
fast-moving First National City. And 
most important, it has a vigorous and 
capable top executive team that is 
also of an age that guarantees con- 
tinuity of management. For Chair- 
man George Champion and Vice 
Chairman Lawrence Marshall are 
but 57, President David Rockefeller 
but 46. 

This state of affairs certainly seems 
to have paid off for the bank’s 100,000 
stockholders. Not only did Chase 
Manhattan last year earn a record 
$74.3 million from operations ($5.53 
per share); this year it should do 
about as well, and next year even bet- 
ter. Indeed, in nearly every operat- 
ing area it seems to enjoy the strong- 
est position it has ever had. Thus it 
should certainly be worthwhile to 
analyze the components of Chase 
Manhattan’s strength—with a sharp 
eye for possible hidden weaknesses. 

City Handicap. The salient fact about 


*Chase Manhattan Bank. Traded over-the- 
counter. Recent price: 82. Price range (1961) 
high, 85; low, 635g. Dividend (1960): $2.40. 
[Indicated 1961 payout: $2.50. Earnings pet 
share (1960): $5.53. Total assets: $8.1 billion 


that in which it first achieved size and power. 


Chase Manhattan’s environment is 
that it is marked by certain competi- 
tive disadvantages. These Chase 
shares with all the big New York 
banks, but they are serious handicaps. 
Ignoring a dozen important quali- 
fications, commercial banks make 
money by making loans. Bank in- 
vestments in general represent a dis- 
tinctly less lucrative use of resources 
than loans. And the ability to make 
loans depends in the long run on the 
ability to attract deposits. 

It is here that the big New York 
banks have the course of the U.S 
economy working against them. Othe: 
areas have grown much faster in re- 
cent years than the already populous 
and industrialized East, and the bank 
deposits generated by that growth 
have found their way primarily into 
provincial banks. Further, the large 
Manhattan banks were legally barred 
from the New York. suburban areas 
where growth has been rapid. And 
industry’s decentralization has forced 
larger companies to scatter their de- 
posits across the country. 

The impact of these and related fac- 
tors adds up (see chart, p. 22) to a 
striking decline in New York’s share 
of total deposits in Federal Reserve 
member banks, from 30.6% in 1940 to 
16.8% in 1960. The demand for loans 
and other banking services, however, 
tends to parallel the growth of the 
whole banking system, with the result 
that more banking business has been 
carried on outside New York. 

The Legacy. In meeting this situa- 
tion Chase Manhattan’s major pred- 
ecessor, Chase National, could rely 
on some _ formidable inherited 
strengths. For a decade before the 
war it had been by a comfortable mar- 
gin the biggest New York bank, which 
gave it something of an edge with 
the nation’s top corporate accounts. 
And its 1930 merger with Equitable 
Trust had provided the nucleus 
around which to build an impressive 
trust business, including the whole 
array of trust services (such as divi- 
dend disbursement, stock transfer and 
registration, etc.) likely to bind it 
closer still to its corporate customers. 

At least as important as its size and 
its trust business, however, was 
Chase’s warm relations with its cor- 
respondent bankers—much of it on 
the domestic side dating from the 
dismal 1930s when, according to the 


teens 


rel eens 


estimate of Chairman George Cham- 
pion, Chase lent at least as much 
money to its correspondent banks as 
all the other New York banks put 
together. “We'd loan on a mule and 
a cart,” says he. “In 1931 or 1932 we 
had $200 million loaned out. We kept 
some of the country banks from fold- 
ing. They’ve never forgotten it.” 

This predilection for correspondent 
business may help account for Chase’s 
relative slowness to multiply its for- 
eign branches, by comparison with 
arch-rival First National City. It did 
not even have an overseas branch 
until 1930. But its correspondent 
banks overseas numbered tens of 
thousands by World War II. 

Wholesale Decline. Offsetting all 
these strengths, however, was one 
massive weakness: as a wholesale 
bank par excellence, Chase National 
lacked the means of reaching the gen- 
eral public on a mass scale. As late 
as 1955, when some New York banks 
had begun to approach or even exceed 
100 in the number of their branches, 
Chase National’s branches reached a 
maximum of 28. Thus, Chase was 
in no position to take full advantage 
of such growth as existed. One re- 
sult was that Chase was soon passed, 
both in total assets and deposits, by 
retail-minded First National City 
(then just plain National City). 

The obvious means of redress lay 
close at hand in the Bank of the Man- 
hattan Company, founded in romantic 
fashion* by Aaron Burr in 1799. It 
was as emphatically a retail bank as 
Chase National was a wholesale one. 


*Set up as a water company, its charter 
contain a trick clause that permitted it to 
use excess capital “in any moneyed transac- 
tions’”—which was promptly interpreted as 
permitting it to open a bank 





CHASE MANHATTAN’S TOP TRIO: 
plenty of time for togetherness 


Its branches, moreover, were not only 
more than twice as numerous as Chase 
National’s; they were also predomi- 
nantly in other boroughs than Man- 
hattan, and thus fitted with Chase’s 
as a hand fits a glove. 

The Loved One. Any question about 
who needed whom can quickly be 
dispelled by a brief look at the abortive 
1951 courtship between the two banks. 
Though Chase boasted nearly four 
times Bank of the Manhattan Com- 
pany’s assets ($6 billion vs. $1.6 bil- 
lion), it was the latter’s Chairman J. 
Stewart Baker who drew back over 
a belatedly discovered legal obstacle 
to the merger.t+ And while Chase 


+The Bank of the Manhattan Company 
charter could be interpreted as requiring 
unanimous stockholder approval for a sale 
of assets. 


COMEBACK BY MERGER 


Chairman Winthrop Aldrich was 
hardly renowned for his servility, he 
was certainly eating humble pie when 
he told his stockholders the following 
February that “the idea of uniting the 
two banks seemed to be a wise one 
last August and, as far as I am con- 
cerned, it still does.” Nor could Ald- 
rich have been more explicit about his 
objective: “The interest that I have 
in any bank mergers,” he added, “is 
that I would like to have the Chase 
National Bank have a city-wide 
branch banking system.” 

However, it took Aldrich’s succes- 
sor, able, patient John J. McCloy, until 
the spring of 1955 before the deal 
could be set up again, this time by the 
expedient of having Bank of the Man- 
hattan Company Jonah swallow the 
Chase National whale. The result was 
impressive enough in size alone: at 
one bound Chase Manhattan out- 
stripped National City to regain its 
position as No. One New York bank, 
despite the latter’s simultaneous mer- 
ger with First National to become 
First National City. But more im- 
portant was creation of an institution 
quite different from its predecessors 

Space Race. For one thing, the new 
enterprise had no place to live—or, 
rather, too many inadequate ones. 
Thus one of the new company’s first 
major projects was the building of a 
new headquarters. 

Ordinary mortals, who have often 
regarded the steely efficiency of banks 
with a mixture of awe and apprehen- 
sion, will be glad to hear that Chase 
Manhattan seriously underestimated 
the cost of the new building in both 
money and time: its total cost of some 
$140 million, including land, furnish- 
ings and equipment, was some $20 








In the postwar decade Chase, long the nation’s 
| biggest bank and wholesale institution, saw its 

10}- deposits lag way behind California's Bank of 

America and even behind major New York 

rival National City. Only its 1955 merger 

- with Bank of the Manhattan Company 

enabled Chase to regain its New 

York lead. 


Without their almost simultaneous 1955 oy 
mergers, the two big New York banks would a 
+ have lagged even further behind. Here, by 
FORBES estimate, is the way the three 
would have stacked up without / 
+ their mergers. _ 
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million more than originally budgeted, 
and the staff of 7,500 employees was 
not finally moved in until last May, 
nearly a year after target date. 

But even Chase Manhattan stock- 
holders will be comforted to know 
that this outlay bought a superbly effi- 
cient working tool, quite apart from 
the fresh and hopeful cast it has given 
to the old Manhattan financial district. 
Asked what decisions he would make 
differently if he could do them over 
again, Chairman George Champion’s 
first. thought was that, if possible, he 
would have started on the new build- 
ing even sooner. 

Home Town. When David Rockefeller 


“and Lawrence Marshall (now presi- 


dent and vice chairman respectively) 
sat down soon after the merger as a 
kind of two-man working committee 
to effect a merger of operating func- 
tions, it was perhaps inevitable that 
the new bank’s metropolitan depart- 
ment would be the most impressive 
result of their labors. For the whole 
object of the marriage had been to 
join Chase up to a retail branch bank- 
ing system that would make it com- 
petitive again. 

Its current total of 107 branches 
(plus a suburban one a-building 
and, if the authorities approve, 15 
more being acquired by merger) cer- 
tainly makes Chase a power in New 
York retail banking.* However, some 
of these branches are hardly “retail” 
when their accounts include some of 
the largest U.S. corporations. For all 
companies headquartered in New 
York, no matter how large, fall under 
the metropolitan department. 

The deposits and loans these big 
companies generate help make the 
metropolitan department the bank’s 
most profitable, accounting for some 
35°. of total earnings.+ But a still 
larger profit factor is its strictly retail 
functions, which also make metropoli- 
tan an even bigger contributor to 
deposits than to earnings. For exam- 
ple, a concerted drive for personal 
savings deposits (it was the first big 
New York commercial bank to raise 
its savings interest rate to 3% and to 
pay interest from the day of deposit) 
has lifted their total to well over $700 
million, or close to 10% of the bank’s 
deposits. The excess of these and 
other metropolitan department bal- 
ances, over and above the amounts 
needed for the department’s loans, is 
passed on to other departments in a 
reverse situation. 


*Current leader in number of branches: 
Manufacturers Hanover Trust, with 132. 


7One of the department's few lagging 
operations is the Chase Manhattan Charge 
Plan, started in 1958, which permits card- 
holders to charge at any member retail estab- 
lishment. It is still some distance from 
breaking even, despite the signing up of some 
6,700 cooperating retailers and well over 
100,000 cardholders. 











“YOU LIKE 


“You like banking?” a Chase Na- 
tional executive is once said to 
have asked a recently hired college 
graduate. “Very much so, sir,” re- 
plied the trainee. “Then perhaps,” 
said the banker, “you'll like it well 
enough to wear a white shirt.” 
This perhaps legendary mentor 
was upholding one of the oral tra- 
ditions of Chase National, which, 
though far from the crustiest of 
New York banks, nonetheless had 
an aura not unlike that of an ex- 


interests of Wall Street sociologists 
has been how soon the unwritten 
law would be eroded by 1) Chase’s 
merger with the more plebeian 
Bank of the Manhattan Company; 
2) the move into the shiny new 
headquarters building and 3) the 
spirit of the age. 





clusive men’s club. One of the™ 


BANKING ?”’ 


Out in the bank’s branches, more 
peopled with Sweeneys than Stuy- 
vesants, investigators report that 
the white shirt is almost in a 
minority, though coats are still de 
rigueur, at least in air conditioned 
quarters. ‘Even at headquarters, 
however, David Rockefeller not in- 
frequently wears colored shirts, 
and Presiderit Victor Rockhill of 
the Chase International Investment 
Corp. studiously avoids white. 

But @ tradition has enormous 
staying power, and men learn by 
imitation as readily as by remon- 
strance. Even today a visitor, stra- 
tegically located in Chase Manhat- 
tan’s stunning 60th-floor officers’ 
dining room, might survey the 
whole broad executive scene 
around him without detecting a 
single off-color shirt. 








National Scene. One such depart- 
ment is the United States department, 
whose small (230-man) staff and pre- 
dominantly Chase antecedents con- 
trast sharply with metropolitan’s 
Bank of the Manhattan Company 
background and 4,650 employees. But 
the United States department, run by 
affable Executive Vice President 
Walter E. Dennis, is metropolitan’s 
closest rival as a profit producer: on 
some 25% of the bank’s total deposits, 
it accounts for close to 45°% of Chase 
Manhattan’s commercial loans and 
30% of its earnings. 

A major source of these deposits 
is the 3,900 to 4,000 domestic corre- 
spondent banks (close to a third of 
all U.S. commercial banks) that carry 
balances with Chase Manhattan rang- 
ing from $10,000, for a small country 
bank, to perhaps $10 million for such 
redoubtable institutions as Bank of 
America and Chicago’s Continental 
Illinois, which also appear on the list. 
All told, the $750 million or so that 
Chase Manhattan carries in domestic 
correspondent balances make it far 
and away the nation’s largest corre- 
spondent banker. 

By contrast, the great bulk of the 
United States department’s loans is 
to private companies. Here Dennis 
looks for companies that will 1) pro- 
vide supporting balances, 2) bring 
along some foreign business and 3) 
generate some trust business. But he 
is also acutely aware of the risk of 
competing with his customers: “Our 
correspondents would murder us if 
we took away their business.” says 


he, “so generally we can't go after the 
smaller firms.” 

One obvious approach to this prob- 
lem is to develop special areas of 
competence where the correspondent 
banks are less likely to follow, and 
the United States department has 
developed three such _ divisions: 
petroleum, which Dennis insists is 
without peer (“even our competition 
will admit it after a martini”); public 
utility, which does business with over 
half the country’s electric and gas 
companies; and aerospace, now much 
expanded from its traditional cover- 
age of airlines and airframe makers. 
Together, the three divisions account 
for over half of the department’s 
commercial loans. 

It is also in these specialized areas 
that advantage can perhaps most 
often be taken of Chase Manhattan’s 
position as a state-chartered bank 
(Chase’s national charter went with 
the 1955 merger). Today the merged 
bank’s loan limit to any one com- 
pany is 10% of its capital, surplus and 
undivided profits, or about $70 mil- 
lion; but because it is a state bank 
rather than a national one, it can also 
lend another $70 million to a sub- 
sidiary, and still another $70 million 
to an affiliate. 

What for What? As United States 
department head, Walter Dennis also 
butts heads with one of the toughest 
bank problems of today—the growing 
tendency of companies to invest their 
spare cash in short-term governments 
(they already own over $20 billion 
worth) and similar earning assets 
rather than depositing it in banks. 





Dennis poses the problem baldly: “A 
big bank like ours supplies a lot of 
services. If you want a call on this 
kind of service, you have to pay us. 
Unlike a doctor, we don’t charge a 
definite fee, and the only way we can 
afford these services is to handle the 
accounts of large corporations, with 
big balances.” 

In delivering this gospel Dennis can 
be conciliatory and forceful by turns. 
“We just point out,” says he, “the 
value of our international and other 
services and our general knowledge. 
They have a call on all this free of 
charge—so long as they leave sub- 
stantial balances with us.” And if 
they do not? “When money became 
tight in 1957,” he recalls pointedly, 
“some firms which had become nig- 
gardly with their balances found the 
bank’s doors closed to them. If we 
thought a man had got religion we 
accepted him; but in °57 we turned 
down many a loan.” 

The Busy Trustee. Many of the serv- 
ices that Walter Dennis so proudly 
hails are performed in the bank’s 
3,000-man trust department under 
Executive Vice President Francis 
Ross. That department is not a major 
money-maker, probably contributing 
only 5% to 10% of total profit. But 
as Ross observes, “In this bank you 
have to give them the whole package.” 

Chase Manhattan’s 23,000 individual 
trust, estate, investment, custody and 
escrow accounts probably make it the 
U.S.’ leading personal trust bank. But 
Ross’ chores also include mailing 6.5 
million dividend checks a year, act- 
ing as stock transfer and registration 
agent for hundreds of common and 
preferred issues, sending out 46,000 
pension checks a month, and acting 
as custodian for some $32 billion 
worth of customer securities that 
occupy row on row of mechanized 
files in Chase Manhattan’s mammoth 
vault. “Whenever there is a Treasury 
roll-over,” says Ross, “we exchange 
over 10% of the national total.” 

The trust department’s most prom- 
ising sector today is of course its pen- 
sion operation, which probably han- 
dles about 10% of all such trust funds 
originating with U.S. corporations and 
unions. For its pension fund man- 
agement Chase Manhattan receives 
one-third of 1% on the first $1 mil- 
lion, less on larger sums; and Trust- 
master Ross is sure the bank deserves 
every cent it gets. “To our clients, 
our fees are not significant,” he as- 
serts. “The important thing is your in- 
vestment record, and companies watch 
and compare your results with other 
banks like a hawk.” 

The Wide World. One area where 
Chase Manhattan has clearly sought 
to offset the heavy domestic pressures 
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of recent years is the burgeoning 
(1,300 domestic and 2,300 overseas 
employees) international department, 
which has so grown that it now pro- 
vides some 20% of total profits. These 
derive from operations that range all 
the way from making loans to (and 
getting deposits from) foreign central 
banks down to issuing a simple letter 
of credit—which Chase Manhattan 
can do for any country in the world 
but two, North Korea and Red China. 

The international operation is based 
less on branches (Chase Manhattan 
has only 26 vs. rival First National 
City’s 83) than on overseas corre- 
spondent banks, whose total offices 
add up to an awesome 47,000. These 
correspondents account for $750 mil- 
lion in deposits and originate nearly 


NEW YORK’S 
SHRINKING 
SHARE 


Primarily because economic growth 
has been greater in other U.S. re- 
gions than in New York City’s five 

for two decades the New 
York banks’ share of total deposits in 
Federal Reserve member banks has 
been declining steadily. 
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half the international department’s 
loans. International’s Senior Vice 
President Alfred W. Barth, who could 
get a job with any movie studio por- 
traying an_ international banker, 
claims to be happy with the emphasis. 
“Our correspondents deposit so much 
with us,” said he, “that if we opened 
branches to compete with them, we 
could never in a hundred years make 
up the losses.” 

President David Rockefeller, who 
watches over the bank’s international 
operation with especially keen inter- 
est, is particularly proud of such 
Chase Manhattan innovations as 
Chase International Investment Corp., 
set up in 1957 to provide overseas 
equity investment with both U.S. and 
foreign partners. (Its current major 
deals include a Turkish iron ore proj- 


ect and an Argentine petrochemical 
plant.) He is now pressing a scheme 
to provide medium-term (e.g., five- 
year) credits to finance the export of 
such capital items as machine tools. 

Tape It. “Everything we do costs 
money,” ruefully admits Executive 
Vice President Harold F. Moeller of 
the 3,300-strong administrative de- 
partment. But buried in with Moel- 
ler’s mixture of prosaic chores is one 
of the bank’s hottest projects, a com- 
puter operation where this year’s 
heavy $3.5-million start-up costs are 
expected to give way to $2.5-million- 
a-year savings starting some three 
years hence. Chase Manhattan was 
admittedly laggard in adapting its 
clerical operations to electronic com- 
puters until the present project was 
launched in February 1958. But since 
then it has clearly outstripped its New 
York competition. 

The biggest job now being put on 
computers is processing checks, of 
which Chase Manhattan handles 400 
million per year. Electronic check 
processing is now used in _ six 
branches, and will cover all by late 
1963. Meantime, computerization will 
be proceeding in stock transfer, per- 
sonal trusts, installment credit and in 
Chase’s 412,000 savings accounts. 

Cautionary View. All this admittedly 
adds up to an impressive record, but 
are things really that rosy? Chase 
Manhattan regained its New York 
lead not by growth but by merger; 
and since that merger it has not been 
able to pull away from First National 
City, which a decade or more ago was 
already characterized by much the 
same operating pattern that Chase 
Manhattan began to achieve only after 
1955. It faces the same problems as 
all big New York banks, such as New 
York’s decline as a deposit center, or 
the tendency of corporations to trim 
their commercial bank deposits. 

In this last area, President David 
Rockefeller’s main hope is in “product 
innovation”—i.e., new services Chase 
Manhattan can develop that will deter 
corporate treasurers from trimming 
their pencils quite so sharp. “We 
hope,” says he, “that the more far- 
seeing treasurers will appreciate the 
intangible of good will and the avail- 
ability of services and make it worth 
our while to provide them.” 

Rockefeller’s—and most bankers’— 
preoccupation today with that ubiq- 
uitous word “service” is itself a meas- 
ure of how long gone is the heroic 
age of banking, and how completely 
the banks have become the economy’s 
servant. A few bankers may privately 
mourn the passing of the lordly days. 
But the rising generation will agree 
with David Rockefeller that “the pres- 
ent relationship is a healthier one.” 
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BONDS 


REVIVAL? 


Series E bonds are display- 
ing new vigor. Is the Berlin 
crisis the reason? 


To tHE Series E bond, the former 
“war baby” celebrating its twentieth 
birthday this year, has come the most 
welcome gift of all—a renewed vote 
of confidence by the American public 
which holds a whopping $38 billion 
worth of them. 

Last month the Treasury reported 
that sales of new savings bonds in 
August exceeded redemptions for the 
first time in five months. The score: 
$393 million to $378 million. If the 
trend continues, 1961 will be the first 
year since 1956 in which new sales 
were greater than cash-ins (see 
chart). 

Tough Competition. For a while, the 
decline of savings bonds seemed 
chronic. Despite two increases in 
yields in the late Fifties, the bonds 
were having increasing trouble com- 
peting with other savings outlets. 
Mutual fund salesmen, stock brokers 
and savings & loan associations were 
aggressively pushing their own com- 
petitive wares. 

As the expectation of inflation 
spread to all income levels, many 
long-time savings bond customers 
began to suspect that they might be 
putting more buying power into the 
bonds than they would ever get out. 
In the four years to 1961, new sales of 
savings bonds totaled just $17.9 billion 
as compared with redemptions of $19.8 
billion. Even when Congress raised 
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the yield on the savings bonds (from 
3% to 344% in 1957 and to 334% in 
1959), sales showed no permanent 
bulge. 

At one time the Treasury found it 
was even competing with itself. A 
goodly number of the so-called “magic 
5s”—the 5% government notes issued 
in 1959—found their way into the 
hands of Series E customers who had 
never before owned a marketable 
security. 

In 1961 alternatives to savings 
bonds are still available. Why then 
the seeming comeback for Series E 
bonds now? No one is sure but 
Treasury officials think that the cur- 
rent sense of national emergency has 
played a part. Says William H. Neal, 
director of the Treasury’s savings 
bond division: “Berlin certainly seems 
to be a factor in the August pickup.” 

Barring a war, therefore, the pickup 
may be only temporary. “The savings 
habit is not a natural one,” says Neal 
sadly. “It has to be cultivated and en- 
couraged.” 


CHEMICALS 


DECISION 
VINDICATED 


It was a bold gamble Hooker 
Chemical took in 1955. Now 
the final vindication is in. 


In the early Fifties, when the chemi- 
cal industry was rushing into a great 
wave of expansion in plastics, fibers 
and films, long-prosperous Hooker 
Chemical Corp.* was virtually left at 
the post. Small in relation to such 
Olympians as du Pont, Union Carbide 
and Dow, Hooker lacked both the 
technology and the fiscal resources to 
compete with the giants in the newer 
products. “We were,” admits Chair- 
man Thomas E. Moffitt, “too late for 
polyethylene. And we were not in- 
trigued with films and fibers; we were 
in no position to exploit them.” 

Little Hooker, with assets of $63 
million in 1955, had its major markets 
in such old-line basic chemicals as 
hydrogen chloride, caustic soda and 
chlorine. Profits to be made in these 
basic chemicals were fast declining. In 
hydrochloric acid, for example, the 
price fell from $36 to $35 a ton be- 
tween 1952 and 1954. And despite ris- 
ing production costs, it has remained 
at that figure ever since. 


The Need Was Great. Something 


*Hooker Chemical Corp. Traded NYSE. 
Recent price: 4115. Price range (1961): high, 
437%; low, 3414. Dividend (fiscal 1960): $1 
Indicated fiscal 1961 payout: $1. Earnings per 
share (fiscal 1960): $1.70. Total assets: $187.3 
million. Ticker symbol: HKR 


HOOKER’S MOFFITT: 


Washington relented 


had to be done, and done quickly 
Hooker’s then-Chairman R. Lindley 
Murray (now retired and a Hooke: 
director) began looking for mergers. 
In 1955 he persuaded Hooker's direc- 
tors to take one of the biggest gam- 
bles in their history. They traded some 
$50 million worth of Hooker stock fo: 
the $23-million assets of the nation’s 
largest phenolic plastic producer, 
Durez Plastics. At the time the price 
seemed high, but then Hooker's need 
for newer and more profitable prod- 
ucts was critical. Durez might be the 
answer. 

After the acquisition Murray and 
Moffitt, his right-hand man, proceeded 
to take full advantage of the com- 
pany’s new role. They poured $66 
million into capital expenditures dur- 
ing the next five years. Their goal: 
to build the plant which would turn 
Hooker’s old, basic chemicals into 
more sophisticated and _ profitable 
chemical building blocks. 

In addition to new plant, Moffitt and 
Murray realized that they needed new 
sources of raw materials for maxi- 
mum efficiency. In the four years 
following the Durez purchase, Hooke: 
snapped up three companies in po- 
tassium and phosphorus chetnicals. 

By 1959 Murray-Moffitt scrategy 
had begun to pay off. In that year 
sales broke away from the $125-mil- 
lion level where they had rested for 
two years and jumped to $149.8 mil- 
lion. Profits hit $13.4 million, or $1.80 
a share, best on record. The follow- 
ing year the industrial recession and 
the cost-price squeeze in chemicals 
forced down Hooker’s earnings, but 
only by a moderate 5. 

Dark Cloud of Clayton. But for all 
the success of Hooker's bold gamble, 
a dark cloud continued to hover over 





the company. In 1960, the Federal 
Trade Commission charged that Hook- 
er’s 56% share of the phenolic plastic 
market tended to lessen competition. 
The agency promptly proposed that 
Hooker divest itself of the Durez ac- 
quisition. Such a move would doom 
most of Hooker's carefully laid diver- 
sification plans. 

Last month, however, the cloud 
finally lifted. The FTC announced 
that it was dropping the main charge 
and would only require Hooker to 
divest itself of some $600,000 worth of 
phenolic plant it purchased from 
Monsanto in 1958. “It was quite a re- 
lief,” sighed Moffitt. “It would have 
been a hard blow at one of our most 
profitable products.” 

Thus Moffitt’s plan to reshape Hook- 
er can now proceed unchecked. Next 
leg will be to integrate backwards 
into making much of its own phenolic 
raw materials, as well as pushing even 
further into the more profitable and 
complex chemicals such as polyester 
foams, phosphate animal feeds and 
organic-phosphorous compounds. To- 
tal estimated costs over the next five 
years: $100 million. 

Who's Worried. “After this newest 
expansion,” claims Moffitt, “we expect 
to push earnings well above the $1.70 
a share we will earn this year.” Thus, 
Hooker’s directors do not appear to be 
at all worried about spending the kind 
of money which Moffitt has budgeted 
for expansion. Quite an accomplish- 
ment for a company that was faced 
with near disaster just a half decade 
before. 


LEISURE TIME SPECIALISTS 


STORMY WEATHER 


When Paul Shields snapped 

up Chris-Craft, he was bet- 

ting on fair weather both in 

boats and in financing. He 

wis disappointed on both 
scores. 





In Fesruary of last year, Paul V. 
Shields’ NAFI Corp.* bought the 
doyen of the boatmakers, Chris- 
Craft, and investors were eager for a 
berth on his corporate craft. NAFI’s 
chairman was no boating novice. He 
was a three-time winner of the Sea- 
wanhaka Cup for six meter boats, 
as well as the proud owner of 
the Columbia, which beat Britain’s 
Sceptre in the 1958 America Cup. He 
*“NAFI Corp. Traded NYSE. Recent price: 
2754. Price range (1961): high, 413; low, 

. Dividend (1960): 25c. Indicated 1961 


ayout: —. Earnings per share (1960): $1.42 
otal assets: $78 million. Ticker symbol 
NAF. 
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VAFIV’S SHIELDS: 
Wall Street blew up a storm 


was equally adept at money-making; 
as chief partner of Shields & Co., the 
old New York brokerage house, Paul 
Shields has had a varied career dab- 
bling in such companies as Curtiss- 
Wright and La Consolidada, a large 
Mexican steel fabricator. 

A Good Deal? Cash-rich NAFI, 
which owned a sluggish auto textile 
business, a handful of TV stations and 
oil properties, seemed destined for a 


FALSE BOTTOM 


Fads and enthusiosms can be very 
costly to investors. Case in point: 
NAFI Corp. At the height of the stock 
market's craze for booting stocks, 
NAFI common soared to dizzy 
heights, only to fall most of the way 
down again when the morket had 
sober second thoughts. 
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much needed shot in the arm. The 
best part of it was that the acquisition 
would involve very little dilution of 
stockholder’s equity. This, because 
there appeared to be virtually no need 
for selling additional shares except 
at very favorable prices; NAFI had 
arranged to pay the $40-million pur- 
chase price in cash. Right off, Shields 
made an $1l-million downpayment 
out of the company’s treasury. He 
intended financing the remainder with 
a 6% bank loan repayable over five 
years. 

News of this acquisition whistled up 
quite a breeze on the Big Board. Be- 
tween February and June of last year, 
NAFI common stormed up from a 
low of 12% to 66%, trading 4 million 
shares, some three times the total 
outstanding. In June, skipper Paul 
Shields sailed into the market. He was 
able to sell half his personal hold- 
ings of 24,000 shares for a price that 
left him holding the other half at no 
net cost and with a probable cash 
profit of around $200,000 besides.+ 

Disenchantment. But NAFI couldn't 
keep up the pace (see chart). Later 
in 1960 investors became disenchanted 
with prospects of a boating boom. 
The stock dropped sharply. Financial 
problems mounted: a full $10 million 
was coming due on NAFT’s big bank 
loan. 

Shields could no longer avoid dilu- 
tion. In April of last year, NAFI 
raised $6 million with a sale of 200,000 
shares. The following August Shields 
sold $7 million worth of convertible 
debentures. That way he was able to 
handle the bank loan, but only at the 
cost of a considerable dilution of 
equity. 

But even after paying the bank the 
$10 million due on the first of this year, 
Shields was faced with the next 
installment, $4 million by January 
1962. 

It was apparent that Shields was 
still having difficulties paying for 
Chris-Craft. With this in mind, last 
month NAFI persuaded the former 
owners of Chris-Craft to accept some 
100,000 shares of stock and thus cut 
down on some of the outstanding debt. 
Result: even more dilution. 

Faded Glamour. In the meantime 
Shields was trying to stretch out the 
$15-million debt currently outstand- 
ing from a four to a 17-year repay- 
ment period. To the disappointment of 
enthusiasts, Chris-Craft’s sales this 
year have been below 1960 levels. 
A glamour stock no more, NAFT last 
month sold at just 28, less than half 
last year’s high and at a relatively 
sober 14 times probable 1961 earnings. 

‘Paul Shields’ actual control of NAFI is 
vested in Shields & Co., which owns some 


12% of the 1.2 million outstanding. These 
shares were not traded during 1960. 
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PERSONALITY PROFILE 


THE BARKER 


by California’s 





Even flamboyant 


standards, Bart Lytton’s S&L empire- 
building ranks 


as flashy financing. 


Bart LytTTOon is not yet the wealthiest of the flock of new 
millionaires California’s burgeoning savings & loan in- 
dustry has produced. Nor is his Lytton Financial Corp.’ 
(assets: $146 million) the largest of the nation’s publicly 
owned S&L holding companies. But to one distinction 
Lytton holds clear title: he is far and away the greatest 
showman in a surprisingly promotional and immensely 
profitable business. 

California’s savings & loan associations operate with a 
showmanship and abandon that shocks more conservative 
Eastern moneymen. But Bart Lytton often raises eye- 
brows even in the Wild West. Last month, a new Cali- 
fornia law took effect barring the lavish premiums used 
to pull savings into the S&Ls in the past. That meant 
Hollywoodians could 
no longer pass Lytton 
Saving’s Sunset Bou- 
levard branch and gaze 
at the pretty girls in 
the window carefully 
wrapping the more 
than 50 kinds of gifts 
(ranging from ice 
buckets to barbecue 
sets) Lytton S&L 
used to dispense. But 
Lytton was unruffled. 
“I'm glad to be out of 
the hardware busi- 
ness,” said he smugly. 
“We don’t need that 
gimmick anymore.” 

Drawing Them in. 
Lytton can afford to be 
philosophical. He has 
more than one pro- 
motion in his bag of 
tricks. “Walk by a 
Lytton parking lot,” 
points out a California banker, “and you'll often find 
something like a musical comedy or a modern art auction 
going on to catch the customer’s eye.” Says Edward L 
Johnson, president of rival Financial Federation, Inc. 
“He’s got a promotional air we're not used to, but his 
growth shows he must be doing an effective job. I don’t 
criticize success.” 

By any standard, Lytton has been successful. Between 
1955 and 1960 he has boosted his company’s per-share 
earnings from a pro forma 25c to $1.26. In 1961’s first half, 
Lytton Financial’s earnings were up another 28 to 83c 

Fertile Ground. California has been fertile ground for 
Bart Lytton and other mortgage moneylenders. The 
state’s population increased some 40% during the Fifties, 
is expected to grow another 37% in the Sixties. This 
has created an almost insatiable demand for homes and, 
consequently, mortgage loans. Under these conditions. 
prospective home buyers have willingly paid effective 

*Lytton Financial Corp. Traded over-the-counter. Recent price: 
25. Price range (1961): high, 30142; low, 174%. Dividend (1960): 12c 


plus 7'2% stock. Indicated 1961 payout: 5% stock. Earnings per share 
(1960): $1.26. Total assets: $146.2 million 


BART LYTTON (R) WITH FELLOW DEMOCRAT: 
showmanship and finance do mix 


interest rates of 7°, and even more to get a roof ovei 
their heads. 

Thus California’s S&Ls have little trouble commanding 
a hefty premium over the less than 6% standard mort- 
gage rate in most other areas of the country. With a 
higher return on their loans, the S&Ls are able to offer 
their depositors higher interest rates (currently 442%) 
and attract savers from the East and Midwest as well as 
from commercial banks, limited by law to paying 3%. 
California mortgage rates being what they are, Lytton 
and his colleagues can afford to be generous. 

California has been good to Bart Lytton in yet another 
way. It is one of the few states permitting stock owner- 
ship of associations. In most of the U.S., savings & loan 
associations are mutual societies, theoretically owned by 
their depositors like mutual savings banks and mutual 
insurance companies. 

Lytton Financial is a holding company which owns 
two individual associations. The 22% of Lytton Finan- 
cial’s stock that Lytton and his wife now hold is worth 
some $7.5 million at the current market price of around 
25. Considering that Bart Lytton got his start in the S&L 
business with a mere $15,000 investment, this is a hand- 

some reward indeed. 

Communication. Lyt- 

ton was just the right 

combination of smart 

moneyman and born 

showman to capitalize 

on the California S&L 

boom. The showman- 

ship is no affectation. 

Lytton lives it every 

waking moment. At 

a lawn party he gave 

a few years back, he 

walked among his 

guests with a micro- 

phone pinned to his 

jacket. The conversa- 

tions were broadcast 

through 39 loudspeak- 

ers spread around the 

grounds. Lytton re- 

“a cently installed closed- 

circuit TV receivers to 
enable him to preview 
visitors arriving at his 
glassed, gardened and modern-art-adorned office 

But living has not always been as lush for Bart Lytton 
He got his start as a $15-a-week reporter for the News 
in his native New Castle, Pa. In 1938 he drifted to Cali- 
fornia where, between stints in public relations and ad- 
vertising, he prepared for his banker's future with such 
screenwriting credits as “Bowery to Broadway” and 
“Hitler’s Madmen.” Says Lytton now of his screen efforts: 
“I’m a lot prouder of some of the mortgages I’ve written.” 

Off & Running. After the war, in settlement of an ad- 
vertising bill, Lytton got half ownership of a small mort- 
gage brokerage business. From then on, he was off and 
running. By 1954 he was producing $30 million worth of 
loans a year for local S&Ls and earning $75,000 a year in 
the process. The next step was logical enough: buying an 
association of his own. For $15,000 in cash and $22,000 
in notes, he purchased a two-thirds interest in Las Vegas’ 
First Western S&L. Shortly thereafter, he bought an 
Albuquerque, N.M. association for $39,000, sold it a yea 
and a day later for $340,000. Lytton then began acquiring 
the pieces of what is now the seventh largest S&L holding 
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company in the West. In 1958, he finally sold First 
Western. Profit on his $15,000 investment: more than $1 
million. 

To make loans, an S&L association first must attract 
savings. Lytton, thanks largely to his promotional tal- 
ents, has done so with a vengeance. During the past five 
years he has increased savings on deposit at an annual 
compounded rate of 38% vs. an average of 25% for 15 
western S&L holding companies. He has been equally ag- 
gressive in lending the money out. By forsaking low- 
profit VA and FHA home loans and concentrating 40% 
of his funds on more speculative but lucrative commercial 
and contractor loans, he has built up a mortgage portfolio 
yielding 6.8°%, close to 4%2% higher than the average Cali- 
fornia competition. 

The Association Is Mutual. In achieving his fast, flashy 
success, Lytton has ruffled more than one set of feathers. 
Last April, for example, Lytton secured working control of 
Beverly Hills Federal S&L, reportedly as part of a deal 
in which he bought an insurance and escrow company 
owned by the association’s manager. Beverly Hills Fed- 
eral is a mutual association, owned in theory by its 
depositors but controlled in fact by the management which 
automatically receives the depositors’ proxies. Present 
law would appear to prevent Lytton from turning the 
mutual into a stock company and absorbing it into Lytton 
Financial. But he can control its assets all the same. 

Not surprisingly, rivals were outraged. C. Elwood 
Knapp, president of the rival U.S. Savings & Loan 
League, blasted the transaction as being of “questionable 
legality and certainly inappropriate.” Other Lytton rivals 
were, privately at least, suggesting dark motives. 

Plea for Higher Taxes. Typically, Lytton hit back at 
his critics where they least expected it. He shot off a 
five-page letter to Treasury Secretary Douglas Dillon— 
via the typewriter of Hollywood press agent Russell 
Birdwell. Lytton righteously suggested a change in the 
tax-free 12% reserve allowance (vs. an average of 242% 
for commercial banks) S&Ls are now permitted. The re- 
serve cushion provides a tax shelter that last year held 
total industry federal taxes to some $3.5 million instead of 
the $100 million Lytton estimates they should have paid. 
“The American tax dollar, no matter how much it hurts, 
may yet help set the whole world free,” intones the letter. 

To put it mildly, other California S&L men were miffed. 


PLUSH PRESIDENT’S SUITE AT LYTTON: 
a long way from the City Room 


also ice buckets and barbecue sets 


It was as if an oil executive had advocated a slash in 
his industry’s 274° depletion allowance. Suggestions 
were made that Lytton, chairman of the Democratic 
Party’s California finance committee and no stranger to 
Washington, was attempting to take the heat off himself 
for the Beverly Hills deal. 

But for the moment at least, Bart Lytton seemed to 
have had the last word against his critics. If he hadn't 
exactly silenced them, at least he had thrown them into 
carefully masterminded confusion. Said he last month, 
blithely ignoring the criticisms of his methods that were 
becoming increasingly loud even in tolerant California: 
“Men who have the courage to be reasonable are very 
often pilloried. I’m a catalyst in this industry: I cause 
change—wholesome change I hope-—but remain un- 
changed myself.” : 


WiTH more than $75-billion assets, the S&L associations 
rank as the nation’s leading repository for individual 
savings. They are also the biggest source of mortgage 
money for home financing. As recently as 1950 they 
played a much more modest role, with total assets of 
only $17 billion. 

In California the S&L associations’ prosperity is by no 
means confined to Lytton Financial. In the past decade, 
the California associations increased their savings on 
deposit some 700%, close to double the rise for S&Ls 
in the rest of the country. 

Earnings have kept pace with the rise. Fifteen publicly- 
owned western holding companies have boosted their per 
share earnings during the past five years at an annual 
compounded rate of 27°. In the process, the unusual 
amount of leverage inherent in the business has enabled 
the companies to pull down such fancy returns on equity 
as last year’s average of 30%. 

This kind of growth and profitability has not gone 
unnoticed in Wall Street. After the pioneer public offer- 
ing of Great Western Financial Corp.’s stock in 1955, 
no less than 14 S&L holding companies’ shares came to 
market in a hectic 13-month period in 1959-60. Last year 
alone, Kidder Peabody’s index of S&L stock prices rose a 
smart 52%. In the first eight months of this year, the 
indicator posted an additional 100% advance. 





FORBES, OCTOBER 1, 1961 








STAMPS 


ill 





Because it’s used only a few 
minutes a day? So what? 


“Our gold-plated safe is opened once in the morning, closed 
once at night. Our checkwriter gets a workout only once a 
week, maybe. Our sprinkler system’s never been used. And as 
to some of the people alleged to work here — don’t tempt me. 
But you use a postage meter every time you get out mail. And 
we get out mail every business day!” 

A postage meter gets rid of adhesive stamps in their many 
denominations; does away with slow, sloppy stamp sticking, 
messy flap moistening, and also the locked stamp box. It prints 
postage as you need it for any kind of mail—directly on the 
envelope or on special tape for parcel post. Gives your postage 
absolute protection, as well as automatic, accurate accounting. 
Makes mailing fast and easy. Makes neater looking mail! And 
can be used by even the smallest office. The DM, desk model 
meter (shown above ), costs only about 30¢ a day. 

For a demonstration of the postage meter you need, call any 
Pitney-Bowes office. Or send the coupon for free booklet. 


FREE: Handy desk or wall chart of latest postal rates, 
with parcel post map and zone finder. 


7 
Pitne Y -Bowes PitNeyY-Bowes, INC 
1712 Pacific Street, Stamford, Conn 


POSTAGE M ETERS Send free hooklet postal rate chart to: 


Name 


Made by the leading manufacturer of mailing machines ... 149 offices in U.S. and Canada. 
In Canada: Pitney-Bowes of Canada, Ltd., Dept. 312, 909 Yonge Street, Toronto Address 











PRODUCTS AND IDEAS 


THAT CAN PAY OFF FOR YOU 


This may be the most advanced car on the market 


It’s an exact scale model of the 1914 Stutz Bearcat.* Everything 
except the tires is made of DyLENE® polystyrene plastic because 
plastics reproduce the most minute detail accurately, are lighter, 
easier to process, easier to color, and cost less than competitive 
materials for scale models. 

For those same reasons, Detroit designers are using more and 
more plastics every year to replace other materials in actual 
automobile production. Today, some new models have as many 
as 200 plastic parts, and in coming years you'll see a lot more 
because stronger, more versatile plastics are now on the market 
—tough, durable materials like SupER DyLaNn® high-density 


polyethylene, a Koppers plastic that is now used for kick panels, 
heater ducts and other parts in many automobiles— and 
DyLiTE® expandable polystyrene, a Koppers rigid foam plastic 
that is lightweight, strong, absorbs impact, and is an excellent 
thermal insulator. 

Koppers produces a complete line of plastics, and some of 
them, used by themselves or combined with other materials, 
will probably be in the next new car you buy. Check the coupon 
for more information about Koppers plastics 


*Scale model manufactured by AURORA PLASTICS CORPORATION, West Hemp- 
stead, N.Y 
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Caterpillar chooses Koppers products 
for largest crawler tractor made 


CATERPILLAR’s D9 Tractor is the largest single-engine crawler manu- 
factured . . . a 64,800-pound giant with a 385 horsepower, six-cylinder, 
turbocharged diesel engine. To protect the CATERPILLAR reputation 
for dependability and low maintenance, every component for the D9s 
must meet unusually high standards of performance. That’s why 
CATERPILLAR chose Koppers piston and sealing rings for this crawler 
tractor. 

Says CATERPILLAR: “The D9 Tractor is ruggedly built for a long 
life under the most severe operating conditions. In addition, special 
attention has been given to insure the production of a power plant that 
is easy and economical to operate and maintain. On all these counts, 
the Koppers products we have selected meet our requirements of 
quality and dependability.” 

Koppers manufactures a complete line of piston and sealing rings 
that can be furnished in quantity for industrial engines of all sizes. 
Check the coupon for more information. 


Resorcinol-based waterproof adhesive 
eliminates odor from corrugated containers 


Each year vegetable and fruit growers save thousands of dollars when 
they ship in corrugated containers instead of the more costly and heavy 
wooden crates. Waterproof corrugating adhesives opened this market 
for container manufacturers, but they also created several problems. 
Many of these adhesives have a powerful odor. They take so long to set 
that they will not permit economical production on high-speed cor- 
rugating machinery, and they are hard to clean from machinery. 

THE PIONEER Division of FLINTKOTE COMPANY in San Leandro, 
Calif., solved these problems by making their fruit and vegetable con- 
tainers with a special waterproof adhesive based on resorcinol, a Kop- 
pers chemical. The A. E. STALEY MANUFACTURING COMPANY and 
PENICK & Forp, Ltp. combined resorcinol with other ingredients, and 
developed a waterproof glue that is virtually odorless, quick-setting and 
ideally suited for food containers. Because this adhesive will efficiently 
cover more surface area than other waterproof adhesives, it lowers 
gluing costs per square foot. Check the coupon for complete informa- 
tion about resorcinol-based waterproof adhesives. 
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Magee improves tufted carpet 
with DYLEX® latices 


For years, carpets were woven on a loom almost ex- 
clusively. But today many of the carpets beautifying 
our homes are made on a tufting machine. THE 
MaGeEE CarRPeET COMPANY improves their tufted car- 
pets by using DyLex latices applied to the backside of 
the tufted carpet to permanently lock in the tufts to 
the backing, giving the carpet a feeling of quality, as 
well as stability. 

Most latex, which is essentially rubber in dispersed 
form, requires a vulcanizing agent to cure it. But vul- 
canizing can cause problems in carpet manufacturing 
—for instance, high vulcanizing temperatures can dis- 
color many of the new synthetic fibers. THE MAGEE 
CaRPET COMPANY successfully uses DyYLex latex, 
which requires no vulcanizing, yet gives superior ad- 
hesion . . . more tuft-holding strength. Because DyLEx 
latices can be simply mixed with fillers and other in- 
gredients, inventory and special equipment require- 
ments are reduced. Check the coupon for complete 
information about Koppers latices for the textile, 
paint and paper industries. 


Divisions: Chemicals & Dyestuffs 
a 
Engineering & Construction * Gas & Coke 

KOPPERS 


- Metal Products * Plastics * Tar Products 
Wood Preserving « International 


PUT THESE IDEAS TO USE NOW! 


To: Fred C. Foy, Chairman 
Koppers Company, Inc., Room 1428 
Koppers Building 
Pittsburgh 19, Pennsylvania 


Piease send additional information about: 


Koppers Plastics 
DYLEX® Latices 
] Piston and Sealing Rings 
Resorcinol-based adhesives 


Name 
Company 
Job Title 


Address 








A second sun: made in U.S.A. 




















The sun produces energy through nuclear fusion—a gigantic 
hydrogen explosion that has been going on for more than 500 
million years. We may duplicate it. Scientists at Princeton 
University are experimenting with a Ste//erator to attain con- 
trolled nuclear fusion that will produce endless energy from 
the hydrogen in sea water. The Stellerator is supported by 
17 USS Quality Forgings that could be made from only one 
material—a new, non-magnetic Stainless Steel called Tenelon, 
developed by United States Steel. 


Although the Stellerator is strictly experimental, there would 
be no nuclear programs of any type without steel. The very 
heart of an atomic generating plant—the reactor vessel—must 
be steel, whether it's the power plant of a nuclear submarine 
or a commercial generating station. In addition to the reactor, 
the power station literally bristles with tons of special steels 
developed in the laboratories and produced in the mills of 
United States Steel. If nuclear power is the door to America's 
future, the key is steel. America grows with steel. 

USS and Tenelon are registered trademarks 








United States Steel 





RAILROADS 


COLLECTORS’ 
ITEMS 


Guaranteed rail shares these 

days have a good deal of 

curiosity value—and good 
yields besides. 


“So FEW investors want income any- 
more. Now it’s all the fast buck.” 
This lament was uttered last month 
by Calvin Dale. general partner of 
the venerable Stock Exchange house 
of Adams & Peck. Time was when 
Adams & Peck had made a very prof- 
itable specialty of servicing income- 
seeking investors with a particularly 


gilt-edged form of dividend-paying 
stocks: guaranteed railroad shares. 

But while most of them are still as 
gilt-edged as ever, in spite of the 
railroad industry’s well-publicized 
woes, trading in these stocks has all 
but dried up. “They're getting 
harder and harder to find and harder 
and harder to sell,” said Dale last 
month, philosophically but a little 
sadly, as he looked over his firm’s old 
files on guaranteed rai] stocks. 

Guaranteed rail stocks are mostly 
relics of the heyday of railroad ex- 
pansion following the Civil War. Im- 
patient tycoons during those times, 
rather than buy up a line in their 
path, frequently committed their suc- 
cessors to leases on it, some lasting 
for 99 years, some for 999. and a few 
forever. 


At last count there were 141 leased 
lines out of a U.S. line-haul railroad 
total of 552. Though they control only 
8% of the nation’s trackage, the leased 
lines often form vital sections of big 
systems. So vital, in fact, that default 
is almost out of the question. Where 
they are as strategically located as the 
United New Jersey Railroad & Canal 
Co., for example, the parent railroad 
could not survive without them. This 
road “owns” the Pennsylvania main 
line running between Philadelphia 
and New York. Only a few leases 
failed to survive even such prolonged 
travail for the lessees as the Great 
Depression. 

Old Reliables. Technically, leased 
lines are not creditors. But in many 
cases their securities rank and move 
in price with high-grade bonds. Often 








Guaranteed 

Railroad __ 

Allegheny & Western 
Beech Creek 
Bessemer & Lake Erie 
Boston & Providence 
Canada Southern 


Carolina, Clinch. & Ohio 


Clearfield & Mahoning 
Cleveland & Pittsburgh 


Dayton & Michigan 


Delaware & Bound Brook 


Delaware R&. 

Erie & Pittsburgh 
Fort Wayne & Jackson 
Little Miami 


Nashville & Decatur 


North Carolina RR 
North Pennsylvania 
Northern Central 

Northern RR. (N.H.) 


Norwich & Worcester 
Ontario & Quebec 
Philadelphia, Germantown 
Pittsburgh, Fort Wayne 
Pittsburgh, Youngstown 


Providence & Worcester 
So. Ry.-Mobile & Ohio 
United New Jersey & Canal 
W. Jersey & Seashore 
Wheeling & Lake Erie 


*Exclusive of shares held by guarantor 


Issue 


6% common, $100 par 
4% common, $50 par 
$1.50 preferred, $50 par 
842% common, $100 par 
3% common, $100 par 


5% common, $100 par 


6% common, $50 par 
% common, $50 par 
4% common, $50 par 
3% % common, $50 par 
8% preferred, $50 par 
8% common, $25 par 


8% common, $25 par 
6.56% common; ;, $50 par 
544% preferred, $100 par 
8.6% original, $50 par 

4% betterment, $50 par 


742% original, $25 par 


7% common, $100 par 
8% common, $50 par 
8% common, $50 par 
6% common, $100 par 


8% preferred, $100 par 
6% common, $100 par 
12% common, $50 par 
7% preferred, $100 par 
7% preferred, $100 par 


10% common, $100 par 
4% trust cert., $100 par 
10% common, $100 par 
6% common, $50 par 
5% % common, $100 par 


tin default. 


Guarantor_ 


Baltimore & Ohio 
New York Central 
United States Stee! 
N.Y., New Haven & Hart 
New York Central 


Atlantic Coast Line, 
Louisville & Nashville 
Baltimore & Ohio 
Pennsylvania RR 


Baltimore & Ohio 


Reading Co. 


Pennsylvania RR 
Pennsylvania RR 
New York Central 
Pennsylvania RR 


- Louisville & Nashville 
742% unstamped, $25 par \ : 


Southern Ry. 
Reading Co. 
Pennsylvania RR 
Boston & Maine 


N.Y., New Haven & Hart 
Canadian Pacific 
Reauing Co. 
Pennsylvania RR. 
Pennsylvania RR. 


N.Y., New Haven & Hart 
Southern Ry. 
Pennsylvania RR. 

Penn. RR., Reading Co. 
N.Y., Chicago & St. Louis 


**Before 15% non-resident tax 


Shares 


Outstanding 
12/31/60* 


31,933 
23,990 
25,694 
21,230 
60,837 


250,000 


17,987 
162,328 
97,739 
24,546 
24,225 
71,996 


36,508 
12,523 
22,914 
57,028 
31,394 


64,436 


40,000 
82,579 
125,314 
14,478 


28,929 
18,260 
43,740 
149,889 
22,200 


25,449 
31,898 
102,932 
29,297 
48,858 


Guaranteed Railroad Stocks 


Price Range 
(1957-60) 


110%— 


43 


37%-— 


110 


56%4— 


105 


54% — 
71%e— 
40%— 
42Y.— 


88 
42 


39 
63 
90 


9042— 
4] Yo 


36 


16442—140 
78%— 61 57 
79%— 63% 
914%— 70 71 


106 
119 
112 
150 


135%—113% 


130 
81 
209 


524%— 40 40 
129%—102 


+ tAfter tax deduction 


Recent 


Price Dividend 


$6.00 
= 2.00 
1.50 


Yieid 


6.59% 
6.45 
4.17 


6.67 
5.2] 


3.00" . 
— 5.00 


6.25 
6.03 
5.88 


a 5.5] 


133 5.26 
7.02 
6.20 
8.45 


— 50 25 _— 
— 9 98 6.12 
— 98 90 6.67 
—123 125 5.60 
117 5.98 


— 80 37 
— 64% 67 
—163 170 


6414 


5.97 
5.88 
3.00 7.50 
5.75 5.48 


***Rent paid but dividend withheld by lessor 


4.00 
10.00 


105 
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NICE WORK... 


When another railroad oper- 
ates your line and guarantees 
dividends to your stockholders, 
exactly what is left for you to do 
as president? Relax, perhaps, as 
a rentier? That all depends. 

“We just collect our money 
(from the Atlantic Coast Line 
and the Louisville & Nash- 
ville), says H.R. Dennis, chair- 
man and president of the Caro- 
lina, Clinchfield & Ohio, “and 
we declare dividends.” 

But John Barriger, president 
of the Beech Creek (operated by 
the New York Central), is also 
president of the Pittsburgh & 
Lake Erie—with a railroad to 
run, 

And things are far from simple 
for D.W. Campbell, president of 
the Norwich & Worcester. Rea- 
son: dividends are “guaranteed” 
by the bankrupt New Haven. So 
far, Campbell has been getting 
his rent. But he paid out only $1 
of the $2 due in April and with- 
held the entire sum in July. 
Warily, Campbell is building a 
fund for the protection of stock- 
holders. “We deemed it advisa- 
ble,” said he. 











the leased lines made such good deals 
with the old railroad magnates that 
the rentals guarantee not only divi- 
dends but cover taxes and expenses 
as well. 

With such stability, it is not sur- 
prising that few shares remain on the 
market. Most are held as family 
heirlooms, or in the vaults of institu- 
tions. And as earnings permit, the 
lessee lines have been buying in to 
reduce fixed expenses. Tenants have 
also been exchanging bonds for the 
shares in public hands in order to 
save on taxes. Case in point: the 
New York Central’s action earlier 
this year to absorb the Boston & 
Albany road, as well as other leased 
subsidiaries. 

A Few Select. But the thinning list 
still offers possibilities for income- 
seeking, conservative investors (see 
table, p. 31). The opportunities range 
over-all from the speculative to the 
gilt-edged, depending on the earning 
power of the rented property and the 
credit standing of the lessee. 

Thus, despite the difficulties which 
the Pennsy has been having, shares of 
the Pittsburgh, Fort Wayne & Chi- 
cago still rank high. The PFW&C’s 
property includes the 500-mile Pennsy 
main line between Pittsburgh and 
Chicago, almost entirely double- 
tracked and nearly 30° triple- and 
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quadruple-tracked. With very heavy 
traffic density, the PFW&C is one of 
the most important and valuable 
pieces of railroad property in the 
world. While Pennsy shareholders 
may well wonder this year whether 
the giant carrier can maintain un- 
broken its own 114-year dividend— 
even on a token basis—owners of the 
PFW&C have few worries for their $7. 

Of course, there are exceptions. 
When a road gets as broke as, say, 
the New York, New Haven & Hart- 
ford, anything can happen. The 
leased Boston & Providence has been 
trying to settle claims against the 
New Haven for rentals unpaid ever 
since 1937. A plan to resolve that 
issue and other matters had both 
lessee and lessor approval, but had to 
be dropped early in 1961 as the New 
Haven headed again into bankruptcy. 
But, fortunately for the leased lines, 
few railroads have ever gotten into 
such deep trouble as has the New 
Haven. 


PULP & PAPER 


THE SPECIALIST 


What makes Scott Paper so 
successful? Chiefly, a stub- 
born insistence on doing 
only a few things, but doing 
them superbly well. 





THe 2,000 industrialists, newsmen, 
educators and government officials 
who turned out a fortnight ago for 
the dedication of Scott Paper Co.’s 
new $15-million research center and 
corporate headquarters in Philadel- 
phia saw a good show. There was a 
special Scott anthem (“The Light 
Revolution”); Actor Robert Young 
intoned a eulogy (“Here where 
there was a swamp but a short time 
ago .. .”); Defense Secretary Robert 
McNamara (a former Scott director) 
furnished the principal address. 

Big Question. But there was one 
thing the elaborate unveiling did not 
do: it did not explain why Scott (see 
chart) was the most profitable paper 
company in the U.S. 

To the superficial observer, the an- 
swer might seem fairly obvious. Scott 
and a few other fortunate companies 
(notably Kimberly-Clark) happen to 
be in the consumer end of the paper 
business where profit margins run 
high (7% to 8% vs. 5% or 6% else- 
where) and where purchases of such 


Scott Paper Co. Traded NYSE. Recent 
price: 120. Price range (1961): high, 12319; 
low, 85. Dividend (1960) : $2.20. Indicated 1961 
payout: $2.20. Earnings per share (1960) 
$3.40. Total assets: $292.5 million. Ticker sym- 
bol: SPP 


mundane but necessary products as 
toilet and facial tissue go merrily 
upwards almost regardless of what 
happens in the economy at large. 
Obviously, Scott was in the right 
product at the right time. But Scott’s 
success has been no simple matter of 
luck. Its profit leadership has been 
a matter of a conscious and deliberate 
policy. Put simply, President Thomas 
McCabe would rather be right than 
first with a new product. “We are 
very loath,” says he, “to expand our 
product line.” But, when it does move, 
Scott Paper puts everything it has 
into the new product. Adds McCabe: 
“We have never had a product fail— 
not at the national marketing level.” 
Birth of an Idea. Tall, silver-haired 
Thomas Bayard McCabe has run the 
Scott Paper Co. for exactly half of 
his 68 years and he runs it the same 
way now as he did when he took over 
in 1927. He has concentrated on a 
narrow line of products, mainly toilet 
and facial tissues (Waldorf and Scot- 
ties), napkins (Scotkins), pape 
towels and waxed paper. 
Concentration on a 


few products 








OUT 
FRONT 


No matter how you look at it, Scott 
leads the paper industry in profita- 
bility. Here is how the Big Five 
stacked up last year. 





Net Profit Margins 





Return on Investment 


Growth in per Share Earnings 
over the Latest Five Years 








1955 = 100 
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SCOTT’S McCABE: 
he has to be convinced 


has almost been a mania at Scott ove: 
the years. “Some of these competi- 
tors of ours,” says Tom McCabe, 
“think they can throw anything out 
on the market and sell it; they can't. 
How many products come to market 
every year and fail?” Scott Paper, 
by contrast, buys nothing and sells 
nothing without putting it through the 
wringer first. “We do not want to 
take on anything,” says he, “that can- 
not produce at least as much as the 
return we are getting now on sales.” 

This means that McCabe has kept 
Scott out of such headache-laden 
operations as newsprint, paperboard 
and carton and box making. “The 
return is just too small on some of 
those things,” says he. In contrast 
with the price battles that have 
hacked at profits in most quarters of 
the industry, Scott’s prices over-all 
have risen about 1% a year for the 
past decade. And although Scott has 
not had a price increase since 1958, 
none of the prices on its products 
have declined either. 

“Gobs of Money.’ Getting the kind 
of return that he is used to also means 
that McCabe puts new products 
through the most careful sort of test- 
ing. “We spend gobs of money and 
sometimes two or three years in a 
test market,” says he. To be sure, he 
doesn’t always get a marketable 
product. Back in 1955. McCabe tried 
to crack the plastic food wrapping 
business with a product called “Won- 
derwrap,” a polyethylene laminated 
onto wax paper. It flopped and Scott 
lost some money but not nearly as 
much as it might have had the firm 
launched the product on a big scale. 
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This is not to say that Scott is not 
constantly searching for new prod- 
ucts. “Wonderwrap,” for 
was sent back to the laboratory and 
emerged this year as an all-plastic 
product. McCabe, in other words, is 
quick to put a product into his labo- 
ratories but slow to send it out into 
the harsh, cruel world of marketing. 
“A few years ago,” recalls he, “we 
were trying to find a synthetic sponge 
like the one du Pont had. We never 
got to market with it, but instead 
we found ourselves with a_ paper 
cup laminated with plastic as an in- 
sulating material.” 

Slow Plunge. A little later, Scott’s 
scientists came up with an insulating 
plastic that could be bonded to cloth, 
which they dubbed “Scottfoam.” 
Even with these two promising plastic 
products, however, McCabe was not 
yet ready to take the big plunge into 
plastics. He rented, rather than built, 
a factory and began to turn the plastic 
products out on a modest scale. Only 
after extensive test marketing did 
McCabe feel confident enough to hit 
the plastics market in a big way. 
Only this year, four years after the 
whole business started, did he build 
a $3-million plastics plant in nearby 
Eddystone, Pa. 

Thus, Scott Paper has only intro- 
duced two new products (the plastic 
and a sanitary napkin) since 1955. 
Fresh sizes, colors and textures of 
older Scott products are constantly 
appearing on dealer shelves but a 
brand new Scott product is something 
of a marketing landmark. “We just 
have to be convinced that they are 
right,” says McCabe. The introduction 
of Scotkins after lengthy regional test- 


ing is a case in point. “With Scotkins 


we did not just take a share,” ex- 
plains McCabe. “We increased the 
whole market for napkins.” 

Scott’s new research laboratory will 
take up and consider the hundreds of 
new product ideas that are poured 
into the hopper every month, but very 
few will ever see the light of day. 
Any that do get McCabe’s final bless- 
ing will get superb support from a 
$10-million advertising budget 
some of the hardest-working sales- 
men in the land. (Tom McCabe is 
proud of the fact that 50% 
10,000 employes hold stock in 
company.) 

Learned His Lesson. Back at the turn 


the 


of the century, Scott was selling 2,000 | 


At almost one 
Scott dropped 


brands of toilet tissue. 
fell swoop, Arthur 


1,999 of them and from that time on | 
Tom McCabe | 
found out about it when he joined the | 


produced just one. 


company in 1919. That was a lesson 
in specialization he has been applying 
profitably ever since. 


example, | 


and | 


of his | 


Nationaiiease 


PLAN FITS YOUR 
TRUCKING NEEDS? 


THE CHANGE-OVER PLAN—We toke over o// 
your truck and maintenance problems. We 
supply new trucks engineered to your needs (or 
we'll buy and recondition your present fleet.) 
THE ADD-A-TRUCK PLAN-—As you expond, leose, 
don't buy, the additional trucks you need. 
THE TRUCK RETIREMENT PLAN—As your trucks 
become over-age or inefficient, lease replace- 
ments until your fleet is completely mode up 
of efficient, leased vehicles. 

THE PILOT PLAN—Install full-service leased 
trucks in one location of division, then com- 
pore costs and headaches with trucks you 
still own. 

NATIONALEASE is the full-service LEASE- 
FOR-PROFIT way to release capital, relieve 
nerves...everything furnished but the driver! 


lease a new CHEVROLET or other fine truck 
No investment, no upkeep, no headaches 

> 1961 
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National know -how, 
ocal controls 
—write for literature 


NATIONAL TRUCK LEASING SYSTEM 


Serving principal cities in the U.S. and Conoce 


23 E. JACKSON BLVD.- SUITE R-10, CHICAGO 4, ILL. 


GROUND FLOOR 
OPPORTUNITY 


with coin-operated 


WESTINGHOUSE 
DRYCLEANING 
* MACHINES x 


There's only one direction 
te geo in the coin-opercted 
drycieaning business. Up! 
ry j it's @ new ond mushroom- 
ing business with plenty of 
reem fer ambitious men er women whe want te 
be their own bess. ALD, Inc. hes helped establish 
ever 13,000 profitable coin-operated Westing- 
house Leundromat® equipped laundry stores. Now 
ALD, the industry leader, is looking for enter- 
prising people whe would like te go inte the coin- 
operated drycleaning business. The new Westing- 
house Drycleaning Machine provides o service thet 
everyone needs and which is NOT dupliceted in 
the home. The market is i and it s, 
amazed with ‘‘do-it-theirself'’ drycleaning results, 
measure their savings in dollers each time 
they visit your store. Hove our representative toke 
you te a Westinghouse store in your locality where 
you can see for yourself the consumer acceptance 
and profit potential. ALD will help on lecetion, 
store planning, continuing promotion... will 
finance up te 90%, of the equipment cost. Modest 
investment. Get in on the ground fleer. Stort by 
getting your informative Free Copy ef the New 
20-page brochure, ‘‘Progress Report: Coin-Oper- 
eted Leundry and Drycleaning Stores'’ from eur 
loce! representative. Call er write 
SA. ive 88 


ALD, Inc. 


7057 N. Western Ave., 
Chicago 45 
OFFICES IN PRINCIPAL CITIES 
ALD CANADA, Ltd., 
25 Belfield Rd., Rexdale (Toronto) 














FOODS 


MUNCHER MERGER 


The party snack trade turned 
out a new company last 
month with an appetizing 
$135 million in yearly sales 
of nothing but tidbits. 


THE HUNGRY void between dinner and 
breakfast is no less compelling to 
Kansas TV viewers than to literati at 
a Boston tea party. With this firmly 
in mind, two enterprising potato chip 
and pretzel venders decided last 
month to do something about it on 
a national scale. Dallas’ Frito Co.’ 
and Aitlanta’s H.W. Lay & Co. merged 
to become Frito-Lay, Inc. The new 
company’s only products are de- 
cidedly nonessential but increasingly 


"Frito Co. Traded over-the-counter. Recent 
price: 39! Price range (1961): high, 3919; 
tow, 20's Dividend (1960): 57!2c. Indicated 
1961 payout: 60c. Earnings per share (1960) 
$1. Total assets: $28 million. 





popular. They include such noisy 
tidbits as Cheez-Pone, Fritos, Baken- 
Ets and Spudsnax. Probable sales 
volume in 1961: a decidedly untrivial 
$135 million. 

Dippers’ Delights. The new combine 
will have 35 plants in the U.S. (and 
one in Canada) turning out such tid- 
bits as Tatos, Ruffles, salted nuts, fried 
pork rinds and chicken liver dip. By 
concentrating on this grab bag of 
snacks, the two predecessor companies 
have averaged returns of 40% and 
more (before taxes) on their stock- 
holders’ money 

Their merger will bring together an 
impressive amount of know-how in 
this rich but specialized market. The 
company’s chairman and chief execu- 
tive, John D. Williamson, was an in- 
vestment banker in the Southwest for 
26 years, joined Frito in 1954 and 
helped build sales from $18 million 
in that year to $90 million this year. 
Frito-Lay’s President Herman W. 
Lay, a trim 52, owned one potato chip 
delivery truck in 1932, got into the 


The world-famous business gitt 


available only from 


All sorts of surveys show our famous, exclusive Royal Riviera Pears are a favorite 
givin’ and gettin’ gift among V.I.P.’s everywhere. These same rare pears once sold 
for $1 each and more in the world’s finest restaurants. Now Harry and I hoard the 
whole crop for extra-special Christmas gifts for your luckiest, fussiest friends. Never 
enough to go ‘round, so Ist come, Ist served. So big 'n juicy, you eat em with a 
spoon. Not 1 person in 1000 has ever tasted one. In perfect taste for your en- 
tire business list. Beautifully boxed and with your personal greeting. Perfect delivery 
and thanks galore positively guaranteed. 


GIFT BOX NO. |! (shown) 
(10-14 Roya! Riviera Pears) 
Our famous favorite! 


GIFT BOX NO. 2 


(16-20 Roya! Riviera Pears) ppd $535 
Our big, beautiful bargain box! 

GIFT BOX NO. 3 

(20-25 smaller Pears) pod $515 
Family Gift special, swell for 2nd helpings! 
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FRITO-LAY’S WILLIAMSON: 
who’s counting calories? 


production end of the business in 1939 
and has pushed (through merger and 
merchandising) Lay’s+ snack business 
from $6 million to better than $40 
million in the last ten years. No 
stranger to Frito, Lay has manufac- 
tured and sold Fritos corn chips in 
the Southeast since 1945. 

In the fast-growing snack business, 
both companies have managed to do 
better than average. The entire potato 
chip market, for instance, has more 
than doubled since 1950 (to about 
$500 million), but Frito and Lay have 
increased their sales six to tenfold in 
that time. “We intend.” says William- 
son, “to keep it that way.” Adds he: 
“We think our convenience foods 
ought to be sold everywhere Coca- 
Cola is consumed.” 

Waistline Trouble. If there is a cloud 
on this promising horizon, it is the 
average American’s preoccupation 
with his waistline. Between-meal 
snackers can, and often do, turn into 
avid weight-watchers. Not surpris- 
ingly, Lay and Williamson never talk 
about the caloric count in their prod- 
ucts. “We never mention the word 
‘calorie, ” says one Frito executive. 

Lay and Williamson expect that the 
television show, or the baseball game 
or the party talk—whatever their cus- 
tomers are doing while they are 
snacking—will be distracting enough 
to cover the fact that one ounce of 
Fritos corn chips packs a wallop of 
160 calories. So far, at least, that is 
the way it has worked out. 

*H.W. Lay & Co. Traded over-the-counter 
Recent price: 62. Price range (1961): high, 63; 
low, 40. Dividend (fiscal 1960): 39c. Indicated 


fiscal 1961 payout: 50c. Earnings per share 
(fiscal 1960) : $1.57. Total assets: $15.4 million 
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THE MARKET OUTLOOK 


Acrophobia 


AcROPHOBIA is a word which the dic- 
tionary defines as meaning “fear of 
high places.” Its usage, however, isn’t 
confined exclusively to crossword 
puzzle fans. Acrophobia belongs to 
the market, too, for it often is de- 
scriptive of the prevailing specula- 
tive mood. This is true particularly 
at this time of year, when the mem- 
ory of some unpleasant post-Labor 
Day patterns often leads to fears that 
history will repeat itself. 

Actually, history teaches the reas- 
suring lesson that established trends 
don’t change merely because a new 
all-time high has been posted on the 
charts. Matter of fact, a new high in 
the Federal Reserve Board produc- 
tion index and/or the Dow-Jones 
industrial average was only the 
“touch-off” point for further im- 
provement in each of the three pre- 
vious postwar recoveries. I’m not go- 
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by SIDNEY B. LURIE 


ing to detail the 

evidence, which is 

impressive, for it’s 

topped by - still 

another historical 

fact: each of the 

two previous ma- 

jor market up- 

swings—from 1953 

to 1956, and from 1957 to 1960—were 
in the area of 260 points in the in- 
dustrial average. 

Thus, whether one measures the 
advance from July (when the FRB 
index reached a new, all-time high) 
or last fall (when the industrial av- 
erage was flirting with the 560 level), 
history suggests that “relax” is a bet- 
ter word for today than “acrophobia.” 

What then has been troubling the 
market? It’s not, in my opinion, the 
business outlook as such. This still is 
excellent. While you can’t tell it by 


the stock price score card, there’s a 
shortage of copper and even the appli- 
ance business now is perking up. Nor 
is it a threat of a_profit-margin 
squeeze posed by wage concessions. 
Volume can work miracles and the 
promise of record high earnings to 
come is only slightly tarnished. 
Rather, it seems to me that the loss 
of momentum primarily reflects one 
condition: disenchantment with our 
new Administration. Sure, stocks are 
owned by Democrats as well as Re- 
publicans. But we've lost the sense 
of national direction, the mood which 
was so evident last winter. 

Just to complicate matters, the mar- 
ket is also digesting speculative dis- 
enchantment with most of last spring’s 
“high flyers.” It’s not that there has 
been a change in the excitement pro- 
vided by our new industry of dis- 
covery. But, as I observed last April 
and May, the brush was being applied 
too broadly and too many specula- 
tors were predicating the future solely 
by what happened in the past. Few 
were willing to make allowance for 
the fact that corporate cycles can be 
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like personal cycles. Rest is often re- 
quired for future well-being. 

For example, a hiatus is taking 
place today in the semiconductor in- 
dustry which last spring was a magic 
word in the stock market. But 
the industry still has an _ enor- 
mous untapped potential in plebeian 
as well as sophisticated uses. Simi- 
larly, the fact that the industry now 
is suffering a chaotic price situation 
which has reduced profits of even the 
best-managed doesn’t mean the book 
has been permanently closed. This is 
an inherently resilient business where 
improving yields can permit the cloth 
to be cut to fit the present pattern. 

To put it in a word, it seems to me 
that the inventory write-downs and 
the like, which now are making front 
page news, are more a recognition of 
past sins than an intimation of things 
to come. As I see it, the industry has 
reached a point where economic dis- 
cipline will be asserted by the majors 
and new entrants will be few and far 
between. Secondly, aside from tag- 
end weakness, the price declines from 
here out may be mainly in the order 
of that normally associated with every 
growth business. Incidentally, our 
stepped-up defense program thus far 
has had only negligible impact on the 
component parts business and on the 
capacity which was built up in antici- 
pation of the program. Further, in 
many cases, next year’s profits will 
not have the burden of break-in costs 
of new facilities and other nonrecur- 
ring charges which are adversely 
affecting this year’s results. 

For the patient speculator, it seems 
to me that General Instrument is be- 
coming interesting around 31 even 
though 1961 earnings may not match 
the $1.41 per share reported a year 
ago. The company is a broad line 
semiconductor manufacturer and has 
the diversification of entertainment 
electronics plus military equipment. 
Transitron (around 19) also has long- 
term speculative merit on the basis 
that its scientifically able manage- 
ment will achieve the business know- 
how required for corporate success. 

All of which is another way of 
pointing up my belief that selectivity 
remains a harsh fact of market life: 
it is not just a catch phrase used to 
cover a multitude of sins. 

For example, I am as impressed 
with B.F. Goodrich (around 72) as I 
was when the stock was singled out 
for favorable mention at around 60 
last April. And the argument is a 
positively constructive one rather 
than just negatively reassuring. For 
one thing, the company’s share of the 
tire market should expand next year. 
Goodrich now has become the sole 
supplier to Union Oil of California: 


it is operating leased departments in 
department stores; and it will supply 
a substantial portion of Chrysler's tire 
requirements. Secondly, a major plant 
expansion and rehabilitation program 
should mean “a $5-per-share earn- 
ings level for 1962, and $3.75 is my 
guesstimate for this year. 

Recently, an old favorite, Inter- 
national Minerals & Chemical 
Corp. reached a _ new all-time 
high. Reason for the particular 
strength probably rests in the fact 
that the company is going to expand 
the capacity of its Canadian potash 
mine from the originally projected 
450,000 tons to 1.2 million tons. As I 
understand it, the reasoning behind 
this move rests with the following 
facts. The company believes it can 
sell more than the originally proj- 
ected capacity and will have sub- 
stantial captive use for a portion of 
the tonnage. Even if prices weaken 
when all of the industry’s new ca- 
pacity comes into operation, the strong 
demand curve should still keep prices 
above the levels that existed when 
the mine first was planned. 

Naturally, there are a great many 
“ifs.” But I can see where the com- 
pany could earn as much as $10 per 
ton before taxes (which won’t have 
to be paid initially) and depletion. 
International Minerals now has only 
2.5 million shares outstanding. With 
the initial production from Canada 
likely to cover next spring’s starting- 
up costs and the demand determinants 
favorable in the company’s other 
lines, earnings for the year ending 
next June should be modestly better 
than the $3.07 per share recently re- 
ported for the past fiscal year. In my 
opinion this is still an interesting 
long-term holding at around 49. 

I have a strong suspicion that a du 
Pont plan of divestiture won't be 
presented until General Motors set- 
tles its “hassle” with the union. I 
think it’s illogical not to assume that 
a really constructive formula—mar- 
ketwise, that is—will be found. It 
could even include—and I’m guessing 
—a General Motor’s plan to buy and 
retire some of the stock held by du 
Pont. Wall Street is overlooking the 
fact that General Motors has a per- 
fectly enormous cash throw-off, hun- 
dreds of millions annually. More- 
over, as I see it, the company has 
reached a point now where it hasn't 
any practical use for its embarrass- 
ment of riches. The cash account has 
gone up about $1 billion in the past 
five years. Thus, while I’ve said for 
some months that Ford is the “hot 
stock” in the group (just as I’ve said 
Zenith is the exciting stock in the 
television group), a persuasive case 
can be made for GM (around 47). 
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The Next Big Breakthrough 


IN ELECTRONICS 


In the electronics industry, new frontiers are 
still being pushed out. “Molecular electronics” is 
now on the way. A molecular electronic unit 
bears somewhat the same relationship to a tran- 
sistor unit that transistors bore to vacuum 
tubes. A molecular unit computer, for example, 
will be about one tenth the size of today’s com- 
puter with transistor units. 


But price weakness is still a problem for the 
electronics industry. On balance, The Value Line 
Investment Survey looks for improvement in 
earnings in this important industry over the 
next twelve months, though there will be many 
cross currents, and the general picture may ap- 
pear confusing. 


For investors, the vital questions are: (1) 
where will the scientific break-throughs occur 
first? (2) what can they mean in terms of earn- 
ings per share, and for which stocks? (3) to 
what extent, if any, have the prospects already 
been discounted in the present prices of elec- 
tronics stocks? 


To check your position immediately, with 
respect to both the Electronics Stocks and your 
entire investment portfolio, you are cordially 
invited to accept the following specific aids: 


GUEST COPIES 


In conjunction with the Guest Subscription 
offered below, we will send you Value Line’s 
new 94-page Report on 78 stocks in the Elec- 
tronics Industry and 3 other key industries—the 
Business Machines, Metal Fabricating and Tele- 
phone industries. Among the stocks analyzed— 
full-page reports on each—in detail are: 


American Telephone Avco Corporation 
Royal McBee Scovill Manufacturing 
IBM Litton Industries 
Bohn Aluminum Emerson Electric 
Sperry Rand Texas Instruments 
Magnavox Zenith Radio 
Raytheon International 
Westinghouse Electric Telephone 
Motorola Radio Corporation 
Philco Pitney-Bowes 
General Telephone 


Moreover, in view of what has just taken place 
in the market as a whole we will also send you 
the new Value Line Summary of Advices on 


1,000 Stocks and 50 Special Situations. With 
this valuable guide, you can make an immediate 
check of every leading stock in which you are 
interested, as to its probable Market Perform- 
ance in the next 12 months, its Appreciation Po- 
tentiality over the next 3 to 5 years, its Quality 
and its current Yield based on estimated divi- 
dend payments in the year ahead. 


And for the special “guest” price of only $5 
you will receive, (a) the next 4 weekly Editions 
of the Value Line Survey with full-page reports 
on each of 300 additional stocks, (b) a new Spe- 
cial Situation Recommendation, (c) Four “Espe- 
cially Recommended Stock-of-the-Week” Re- 
ports, (d) Business and Stock Market Prospects 
(weekly), (e) List of Selected Stocks to Buy and 
Hold Now (weekly), (f) The Value Line Busi- 
ness Forecaster (weekly), (g) “What the Mu- 
tual Funds Are Buying and Selling,” (h) “What 
Company Officers and Directors Are Buying and 
Selling” (weekly), (i) Weekly Supplements, (j) 
Four Weekly Summary-Indexes including all 
changes in rankings to date of publication and— 





(k) YOU WILL ALSO RECEIVE AT NO 
EXTRA CHARGE Arnold Bernhard’s new 
book, “The Evaluation of Common Stocks” 
(regular $3.95 clothbound edition pub- 
lished by Simon & Schuster). 
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WHY | AM 
EXCITED 
about The 

Wall Street Journal 


Not long ago I picked up my first copy 
of The Wall Street Journal. I expected 
dull reading. Imagine my surprise when 
I found some of the best articles I’d ever 
read! 

I sent for a Trial Subscription. For the 
first time in my life I began to under- 
stand why some men get ahead while 
others stay behind. I read about new 
inventions, new industries and new ways 
ot doing business that are helping am- 
hitious men earn increased income, Also 
I got some good ideas on what to do to 
reduce living expenses and taxes. Al- 
ready I am several hundred dollars ahead. 
No wonder I am excited about The Wall 
Street Journal! 

This story is typical. The Journal is 
a wonderful aid to salaried men making 
$7,500 to $30,000 a year and to owners 
of small businesses. 

To assure speedy delivery to you any- 
where in the U.S., The Journal is printed 
daily in seven cities from coast to coast. 
It costs $24 a year, but you can get a 
Trial Subscription for 3 months for $7. 
Just tear out this ad and attach check 
for $7 and mail. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4,N. Y. FM 10-1 
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To every thing there is a season. 
and a time to every purpose under 
heaven: . a time to cast away 
stones, and a time to gather stones 
together; . . . a time to get and a 
time to lose; a time to keep and a 
time to cast away; ...a time to keep 
silence and a time to speak: 

—EXTRACTS FROM Ecc tesiasTes III 


IT GROWS on me that this is a time to 
speak. This probably is not a time 
to gather stocks together; rather, it 
probably is a time to cut back hold- 


| ings. The past 19 years has been a 


great time “to get.” Those who are 
too greedy now, perhaps, will find 
the future a time to lose. Stocks are 
not cheap. The profit potential in 
buying them, at best, is much less now 
than in the recent past. The risk is 
bigger. The profit possibilities are 
smaller. 

That does not mean that stocks are 
going down tomorrow, or next week, 
or next month. It does mean that I 
have a growing conviction that some 
time in the next six months, or a year 
or so, the investor probably will be 
able to buy stocks at lower prices. It 
is much easier to be bullish on a few 

| issues for the short pull, than to be 
bullish on a majority of issues for the 
| long pull. 

If I am right, the period directly 
ahead should be used to cut back hold- 

| ings of common stocks rather than to 
add to holdings on balance. If the DJ 


WEEKLY RANGE 
*— HIGH 
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MARKET COMMENT 


Time To Cut Back? 


by L. O. HOOPER 


industrials go to 
new highs between 
now and the end 
of the year (as I 
suspect they may), 
I suggest that 
readers resist the 
temptation to buy 
and instead take advantage of the 
strong spots to hold more cash and 
less stocks. 

Why do I say this? I am not pessi- 
mistic about business, earnings, com- 
modity prices or what Washington is 
doing. To me, the “external” invest- 
ment environment is at least reason- 
ably favorable, making due allowance 
for what I think will be a continuing 
effort to “talk down” inflation of 
wages, prices and profits. On the 
other hand, I think the market’s “in- 
ternal” structure is vulnerable. In- 
vestors in common stocks are expect- 
ing much too much, much too soon. 
Stock prices have discounted too far 
ahead, and current quotations do not 
allow for inevitable miscalculations 
and disappointments, or for Wash- 
ington’s efforts to prevent runaway 
inflation. You can’t be anti-inflation 
without seeming to be anti-business. 
The Kennedy honeymoon is over. 

In spite of the recent new highs in 
the averages, the stock market has 
been losing upward momentum. Al- 
most daily, more stocks are standing 

(CONTINUED ON PAGE 50) 
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| into a wildly speculative orgy. 
| and often 


| by the 


| though brief, 


STOCK ANALYSIS 


by HEINZ H. BIEL 


Wunderkinder Revisited 


ABOUT a year and a half ago (ForBEs, 
Apr. 15, 1960) I wrote a column 
under the heading Wunderkinder 
(miracle children). It dealt with the 


| growing number of companies, large 


and small, engaged in new and little 
understood fields of science, particu- 
larly the broad area of electronics. 
At that time such companies were 


| attracting the interest of investors to 


a degree that exploded 
Great 
fabulous fortunes were 
created overnight. Conventional con- 
cepts of values were ignored, not only 
Wall Street fraternity, but 
even more so by the public at large. 
These were the companies of a New 
Era. What mattered was the unlim- 
ited horizon of the future, not such 
old-fashioned standards as_ price 
earnings ratios or book values. 

Many of these young and promising 
companies were entirely legitimate. 
They had the brains, the plants, the 
products and the capital to give a 
solid basis to the expectation of growth 
far above the average in both sales 
and profits. Many others, however. 
bordered on the: phony side of cor- 
porate finance. They were promo- 
tions, pure and simple. But since 
virtually all these newly offered se- 
curities immediately rose to fantastic 
premiums, nobody bothered, or had 
to bother, to pay much attention to 
the prospectuses in which the true 
facts were spelled out in gruesome 
detail. 

All this is still going on. Little 
businesses that can put a few wires 
together or have developed a gadget 
or an “instrument” of some sort give 
themselves a fancy name and “go 
public.” Scores of them are now 
awaiting SEC clearance (which only 
means that the facts have been dis- 
closed, but does not imply approval) 
and will be offered to the investing 
public in the months ahead. Far be 
it from me to object to anyone having 


eventually 


' a free and profitable ride in issues of 


that kind, but someone is bound to 
get stuck with them and then people 
will get hurt, badly. 

In my original column on the Wun- 


| derkinder I commented at length on 


Transitron Electronics, a newcomer 
to the investment scene. This was a 
comparatively small company, but it 
was, considered one of the leaders in 
the then glamorous field of semicon- 


| ductors (transistors, diodes, rectifiers, 


etc.). Transitron had an impressive, 


record of growth, and it 


also had an envi- 
able profit mar- 
gin. In the fall of 
1959 a huge un- 
derwriting group 
of 167 firms, head- 
ed by Wall Street’s 
most prominent 
names, had offered 
1 million shares at 36, a price equiva- 
lent to more than 18 times book value 
and representing a_ price/earnings 
ratio of over 40. This offering was a 
very “hot” one. The stock promptly 
went to a 14-point premium for a 
quick gain of 40°, 

For a while all went well. Profits 
for the year ended June 30, 1960 
jumped to $1.08 a share, nearly 60° 
over the preceding year, and some 
people seemed to feel that this excep- 
tional rate of earnings growth could 
continue indefinitely. Reflecting such 
optimism, Transitron advanced to 60, 
at which price this company with 
total 1959-60 sales of only $48 million 
and assets of $31 million was valued 
at an incredible $450 million! 

I pointed out at that time that it 
would be folly to expect Transitron 
to maintain its high profit margin: 
that even though this was one of the 
fastest growing major _ industries, 
some 90 companies already had 
jumped into it and might soon start 
cutting each other’s throats. And this 
is exactly what happened, only it 
came sooner than expected: Tran- 
sitron reported a deficit for the year 
ended June 30, 1961. The stock which 
never had paid a dividend plunged 
70°, to a recent low of 184s. If this 
is the experience of one of the strong- 
est, it is easy to visualize what can, 
and presumably will, happen to the 
weak ones or the outright phonies. 

Another one of my Wunderkinder 
was Farrington Mfg. Co., whose mar- 
ket success was nothing short of spec- 
tacular, inspired, one may suspect, by 
a 4-for-1 split in 1960, a year in which 
the company lost 87c a share. The 
speculators’ faith in Farrington’s po- 
tential carried the stock all the way 
up to 5742 (from 214 in 1959!). Last 
month it was back to 12. How is that 
for a roller coaster? 

Even the blue chips among the 
Wunderkinder have not been doing 
as well as had been expected by an 
overenthusiastic market. Texas In- 
struments, which was selling at 195 
in April 1960 and then advanced to 
25642, has been making new lows 
lately with embarrassing regularity. 
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By mid-September it was selling 
around 120, a decline of well over 50%. 
Or take Polaroid, whose unique 
record, position and prospects in its 
field are well known to all. Here 
again investors should be realists 
rather than dreamers. Polaroid’s ac- 
tual earnings performance over the 
past several years, despite substan- 
tial increases in sales, is anything but 
impressive: 1958, $1.86 a share; 1959, 
$2.78; 1960, $2.26. In the first six 
months of 1961 the company earned 
a mere 30c vs. $1.05 for the same 
period a year ago. Earnings for the 
full year 1961 may still reach $2 de- 
spite the poor start. I wonder whether 
it makes sense to pay 100 times earn- 
ings for this stock, even if future 
prospects, in theory, are favorable. 

These four examples were not spe- 
cifically selected cases merely to 
prove a point, these are the four 
companies mentioned in this column 
a year and a half ago. Many others 
have done worse, some have done 
better. I believe, however, that we 
have only seen the beginning of the 
disillusionment with a certain type of 
glamour stock where the discrepancy 
between promise and performance can 
no longer be glossed over. 

This is not meant to be a blanket 
indictment, but any investor in un- 
seasoned companies should be careful 
to discriminate between a meritorious 
growth potential and pseudo-scien- 
tific promotional doubletalk. Often 
this is difficult even for the pro- 
fessional securities analyst, and the 
layman may find it even more so. 
But reading the prospectus and annual 
revorts is a must, especially the small 
print of the footnotes. Earnings can be 
greatly overstated by capitalizing re- 
search and development expenses or 
by not setting up adequate reserves 
against obsolescent inventories. Some 
unpleasant revelations of this kind 
have already come to light; many 
more are to be expected. 

It is not surprising that investors 
have become disillusioned with some 
of these wunderkinder and have 
given increasing consideration to the 
more conventional stocks where earn- 
ings growth is more readily predict- 
able. The best example, of course, is 
the superb record of the public utility 
stocks whose steady, if unspectacular, 
advance has produced splendid re- 
sults. It is also advisable for the 
average investor to beware of “fash- 
ions,” the rapid shifting of speculative 
enthusiasm from one group to an- 
other. By the time he learns about 
bowling and boat building, about new 
photographic processes and teaching 
machines, most of the cream has 
been taken off—and he will be left to 
hold the bag. 
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My Smartest 


Investment of All 
Was the Six Bucks 


From a Barron’s reader 





Like many other men, I was a hit-or-miss 
investor—who too often missed. One day I 
saw a Barron's ad in the paper, and it made 
sense. So I sent in $6 for a trial subscription 

I remember the first issue I got, because it 
made me change my mind about a stock I 
was going to buy 

Since then, every issue of Barron's has 
given me information on industries and on a 
number of companies. Barron's tells me how 
they are doing and where they are going—the 
information I've got to have to pick good 
investments instead of lemons. 

That's how Barron's has helped me increase 
my capital. You can't read it without becom- 
ing a better judge of investments. 

And my smartest investment of all was the 
six bucks I paid for Barron's itself 

This story shows how Barron's serves its 
readers. There's no other business or invest- 
ment publication like it. It is written for the 
man who makes up his own mind about his 
own money. It is the only weekly affiliated 
with Dow Jones, and has full use of Dow 
Jones’ vast, specialized information in serv- 
ing you 

A trial 
brings you 


Everything you need to know to help you 
handle your business and investment affairs 
with greater understanding and foresight . 
the investment implications of current politi- 
cal and economic events . the perspective 
you must have to antic ipate trends and grasp 
profitable investment opportunities. 

See how important Barron's can be to you 
in the eventful weeks ahead. Try it for 17 
weeks for $6 (full year $15). Just tear out 
this ad and send it today with your check for 
$6; or tell us to bill you. Address: Barron's 
National Business and Financial Weekly, 200 
Burnett Rd.. Chicopee Falls, Mass F101 


subscription—17 weeks for $6— 
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by JOHN W. SCHULZ* 


More About United Fruit 


IN THE TWO preceding articles I be- 
labored the reader with what may 
have seemed like needless details 
about stock price trends. Let me now 
show how some of these can be put 
to useful purpose in technical analysis. 
For example, the analysis of United 
Fruit (24-25) which I prepared for the 
March 15th issue of Forses leaned 
rather heavily on recognition of the 
fact that a mature price trend usually 
has at least five component phases or 
“legs.” Three of these phases will be 
in the dominant trend direction, alter- 
nating with two countertrend swings. 
Readers may recall that I referred to 
UF's long-term downtrend from the 
1951 high (73) as having “consisted 
of three clear and distinct major 
downtrends.” The article went on to 
“The first of these emerged from 
a top-reversal structure which was 
completed in 1951 and which, meas- 
ured laterally the P&F way, yielded a 
minimum target in the mid-40s and 
a maximum target at 17. This major 
downtrend ended in 1953 at 44. The 
second major decline . . . [from] an- 
other large top-reversal structure .. . 
with targets at 32 and 18 ... was 
concluded at 34 in December 1957.” 
The third major-downtrend phase 
of the long-term decline can be seen 
on the Point & Figure Chart below, 
which updates (from the blacked-out 
square) the chart reproduced in the 
March 15th article. At last November’s 
low of 15, this third downtrend had 
fully and rather precisely liquidated 
the targets projected not only from 
the 1958-59 top but also the maximum 
targets from the two prior tops men- 
tioned above. In other words, classic 
P&F technique suggested that a 1951- 
60 long-term downtrend, mature with 
a complement of five legs, had ter- 
minated at 15 
Except for space limitations, I could 


have carried the 
analysis one step 
further. As shown 
on the United 
Fruit chart, the 
third major down- 
trend (50-15) it- 
self readily breaks 
down into five 
characteristic intermediate-trend 
phases—three (V, X and Z) in the 
dominant direction and two (W and 
Y) running countertrend. Accord- 
ingly, the third major-trend phase of 
the long-term downtrend could itself 
be considered complete by standards 
of trend definition and classification 
and of P&F evidence, respectively. 
At the point (blacked-out square) 
where United Fruit’s price develop- 
ment stood at the end of February, it 
was apparent that at least downtrend 
phase Z had been reversed by a new 
intermediate uptrend (A). Of course, 
this might have been merely a third 
countertrend correction in a seven- 
legged major downtrend that could 
still carry to new lows. In fact, the 
entire advance from 15 to 29 so far 
consists of only three phases (A, B 
and C). A fourth, corrective swing is 
in progress and it can be argued that 
phases A, B and C may still prove to 
be no more than a sixth leg in a 
seven-phase long-term downtrend, 
which would imply that a final major 
downtrend would still be forthcoming 
But, within the framework of trend 
classification used here, this seven- 
leg argument would become unten- 
able once the advance from 15 were 
to develop another  intermediate- 
trend upthrust beyond the August 
high (29). The United Fruit chart 
would then display a full complement 
of five phases (three of them up) and 


*Mr. Schulz is a partner in the New York 
Stock Exchange firm of Wolfe & Co 
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could thus qualify as a mature major | 


uptrend in its own right. As such it 
would tend to strengthen the thesis, 
which I advanced in the March 15th 
article, in favor of a sustained re- 
versal of United Fruit’s 1951-60 long- 
term downtrend, since by definition it 
should take a major uptrend to initi- 
ate a new long-term uptrend. 

Technically, therefore, the crucial 
question now is whether a new in- 
termediate uptrend to 30 or better can 
emerge, once the current reaction is 
complete. There are several aspects 
of the price development that seem 
to say yes. For example, the drop to 
24 in the chart’s penultimate column 
completed a small top-reversal struc- 
ture that spans five columns (num- 
bers 4 to 5) of price-reversal action 
on the 28 line and thus yields an in- 
termediate-downtrend target at 23. 
We can also bear in mind that a tech- 
nically “normal” 50°. correction of 
uptrend C would involve a setback 
to about 24; and that a similar re- 
tracement of the entire rise from 15 
to 29 would be complete at about 22. 
Thus, even if we make some allow- 
ance for such things as seasonal, tax- 
motivated selling pressure and for 
possibly unfavorable general-market 
conditions over the near term, there 
seem to be no positive indications 
pointing to a drop beneath the low of 
downtrend B_ (19). By technical 
standards such a drop would be neces- 
sary to reverse the uptrend sequence 
A-B-C. I should think the current 
reaction can terminate between 19 
and 25, probably in the 22-24 range. 
However, it would be wise to antici- 
pate some moderately extensive, 
lateral trading range (base) action in 
the mid or lower 20s before expect- 
ing a new intermediate uptrend. 

As to its potential carrying power, 
there are two technical clues to lean 
on. Firstly, a “normal” 50% correc- 
tion of the 1958-60 downtrend would 
involve an advance to about 32. Sec- 
ondly, in advancing beyond 25, up- 
trend B completed a characteristic 
reversal base. At the 19-20 level, this 
base spans 15 columns of price- 
reversal action (columns 2 to 3); thus, 
targets at 34-35 can be projected to 
indicate the theoretical minimum po- 
tential of a major uptrend from the 
1960 low. Similarly, we can project 
a second target at 42 from a measure- 
ment (columns 1 to 3) on the 21 line, 
but this target would have to be re- 
valuated if a future setback were to 
extend back to the 21 level. Also, our 
initial assumptions that the long-term 
downtrend terminated last year at 15 
would tend to weight the technical 
probabilities in favor of the view that 
a major uptrend into the 30s should 
now be in progress. 
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OVERSEAS COMMENTARY 


by GEORGE J. HENR) 


The Romance in Margarine 


As was pointed out in Forses’ last 
issue (see “The Silent Shareholders” 
p. 17), the Unilever Group is applying 
to the New York Stock Exchange for 
the listing of both the Dutch com- 
pany’s and the English company’s 
shares. 

Unilever, apart from the interna- 
tional oil companies, is the second 
largest trading organization in the 
world. In 1960 the turnover (i.e., 
sales) of the Group was approxi- 
mately $5.5 billion. Even in the U.S.. 
only General Motors can top this fig- 
ure. The organization today consists 
of over 500 companies, operating in 
approximately 50 countries. It trades 
in almost every type of commodity 
imaginable. 

The Group came into existence as 
a result of some of the largest mer- 
gers ever seen in Europe. In Holland, 
soon after the invention of margarine, 
two firms became prominent in this 
field: Jurgens and Van den Bergh. 
Both companies expanded rapidly. 
Van den Bergh founded English sub- 
sidiaries as early as 1895 and both 
firms established factories in Germany 
and other countries. In 1927 Van den 
Bergh and Jurgens merged. From the 
merger came two companies: in Hol- 
land, the N.V. Margarine Unie; in 
England, Margarine Union Ltd. The 
latter company took over the British 
interests of the combined firms, while 
the Dutch concern looked after the 
rest of the world. 

In 1885 in England, William Leve: 
went into the business of soap pro- 
duction. His business expanded rap- 
idly and became a leader in the field 
of soap. It then branched out into 
foods, edible fats and margarine in a 
small way. Since 1911, in order to 
have greater control of the supply of 
their raw material, Lever started to 
invest in plantations. 

The two concerns, Lever Brothers 
—whose principal interest was soap, 
and secondary interest was marga- 
rine—and Margarine Unie—whose 
principal interest was margarine, and 
secondary interest was soap—became 
sharp competitors, not only in mar- 
keting their produce, but in obtaining 
the raw materials they required. Con- 
sequently, a merger was arranged in 
1930; the name of the new compa- 
ny was Unilever. Two companies 
emerged from this merger: Unilever 
Ltd., which became a holding company 
for the English and British Common- 
wealth interests, and Unilever N.V., 


which was. the 
mother company 
for the Group’s 
subsidiaries oper- 
ating in the rest 
of the world. 

While the two 
corporations re- 
tain their separate English and Dutch 
entities, a series of agreements exists 
between them. The most important 
of these is the dividend equalization 
agreement under which the ordinary 
capital of the two companies receives 
the same dividend on the basis of 12 
guilders being equivalent to £1. The 
same equalization agreement would 
come into effect should a liquidation 
ever take place. Thus, theoretically, 
12,000 guilders of the N.V. ordinary 
stock should be equal to £1,000 of 
the ordinary stock of Unilever Ltd. 

The company, for a number of rea- 
sons, some of which were pointed out 
in an earlier Forses’ article (June 1, 
p. 28), had a difficult year last year. 
The upset in the Congo resulted in a 
small net loss there as against a siza- 
ble profit in 1959. The company also 
had an unfavorable experience in 
Holland, where an additive used in its 
margarine resulted in skin disorders. 
At the same time its soap and deter- 
gent business, both in the U.S. and the 
United Kingdom, suffered from in- 
creased competition. 

Last year profits amounted to ap- 
proximately $2.20 on the Limited 
shares, and approximately $8 on the 
50 guilder ADRs. This compares with 
$9.47 on the N.V. ADRs for 1959 and 
approximately $2.58 on the Limited 
ADRs. Dividends amounted to 69c 
on the Limited shares against $2.92 on 
the N.V. ADRs. Interestingly enough, 
the yield on the British shares is 
higher: 3.4% vs. only 2.8% on the 
Dutch shares. The reason for this dis- 
crepancy is that the dividend on the 
N.V. is paid to American holders free 
of Dutch tax, while on the English 
company shares, a 3834 British tax 
is deducted at the source. This tax 
can be offset by individuals against 
their American tax liability, but in- 
vestment trusts would have to absorb 
the tax entirely. Consequently, from 
an institutional point of view the N.V. 
is a more desirable holding even at 
a premium than the English com- 
pany stock, while for a private in- 
dividual, the opposite would hold true. 
The current price for the Limited 
shares is 2042, while for the N.V. 
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ADRs it is 104. Both issues enjoy good 
marketability over-the-counter. 

Unilever has always retained much 
of its profits, and the very large ex- 
pansion schemes of the last ten years 
were entirely financed with retained 
earnings. Profit margins have been 
apt to decrease, but the company’s 
management is aggressive. Recent 
acquisitions by the Group should in- 
sure a major part of the United King- 
dom detergent market for Unilever. 

Profits for the first six months of 
this year show a slight decrease from 
the first half of 1960, but when one 
compares them with the second half 
of 1960 and when certain difficult 
adjustments are made for the re- 
valuation of the Dutch guilder earlier 
this year, it would seem that the first 
half of this year was somewhat more 
profitable than the last half of 1960. 
Earnings for this year should be in 
the $8 to $8.50 range for the N.V. and 
unchanged for the Limited. 

What about the longer future? Uni- 
lever’s large diversification should 
render it less vulnerable to cyclical 
influences than most businesses. Of 
course, a large proportion of the com- 
pany’s profits are made in Africa, 
where anything can happen. 

In Europe, with the general rise in 
the standard of living, the Group’s 
processed food business should find 
an increased market. In this country 
competition is likely to be fierce, but 
expansion possibilities are good. In the 
underdeveloped countries the possi- 
bility of expanding sales is the largest. 
Any increase in the standard of living 
usually shows up first in better sani- 
tation and nutrition, and in both fields 
the Group is the leader. 

Up to this stage, the European Com- 
mon Market has had practically no 
effect on the Unilever Group. How- 
ever, in the event of Britain’s join- 
ing the Common Market, those coun- 
tries which have hitherto enjoyed 
imperial preference will probably be 
allowed to bring their raw materials 
into Europe at a preferred customer's 
rate. This would considerably de- 
crease the price of the raw materials 
used by Unilever in those continental 
countries where a great proportion 
of its business is concentrated, and 
should lead to an increase in profit 
margins in general. 

The world-wide spread of Uni- 
lever’s holdings, however, is not 
entirely a blessing in the politically 
troubled world of today. But in the 
event of a slackening in the cold war 
few companies would benefit to the 
extent that the Unilever Group would. 
Barring a major upheaval, therefore, 
the shares of the Group represent an 
attractive holding, with excellent 
growth potential. 
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10 Stocks Under 20 
FOR STRONG 1961-62 RISES 


In mid-1958, American Motors burst like a meteor on the market... surging 
from 11 to 967 in less than 18 months. Most investors were surprised at this 
spectacular rise. Yet shrewd traders who detected early the three clear “buy 
signals” given by American could have turned $1000 to $8806 in about 1% 
years! In 1957, Texas Instruments (then just one of dozens of electronic stocks) 
gave two clear “buy signals.” Yet, probably not | investor in 1000 moved into 
Texas Instruments around 16 for the rise to over 200. 


New “Buy Signals” Point to 10 New 
Opportunities for Large 1961-62 Profits 


Our editors have just uncovered 10 unusually interesting low-priced situations which 
now appear poised for substantial rises. These 10 stocks are not for long-term in- 
vestors. They are specifically chosen for the individual who is willing to accept a 
higher degree of risk for a greater profit potential! You will find these stocks in a 
new Spear Report, “10 Stocks UNpeR $20 witH A HIGH PROFIT POTENTIAL FOR 
1961-62.” Here are a few highlights: 

One, now selling around $10 

important headway it 

shown marked growth 


making 
Sales and earnings have 
for this stock 


is now as a result of a brilliant merger 
a great new growth industry 
We look for “big things” 


Another under-$20 selection is one of the most interesting growth situations in 
the consumer field. It combines stability with outstanding growth 
selling at an unusually low price-earnings ratio. We think it 
minimum of 50 to 100% 


and is still 
should rise a 


In fact, all 10 of the stocks in this Report have special angles which indicate im- 
portant price rises ahead. They are still at buying levels which may not be repeated— 
and you should act now to take advantage of what well may be some of the best 
profit-makers of 1961-62. 





Which 10 of the Stocks Below Should Be Bought Now? 


ACF Industries 
Air Reduction 
Allied Stores 
Aluminium Ltd 
Amer. Airlines 
American Can 
Amer. Cyanamid 
Amer. Elec. P. 
Amer. Electronics 
Am. Mch. & Fdy. 
Amer. Potash 
Amer. Radiator 
Amer. Smelting 
Am. Tel. & Tel. 
Amer. Tobacco 
Archer-Daniels 
Assoc. Invest. 
Atlas Gen. Ind. 
Avco Corp 


Babbitt 

Balt. & Ohio 
Beckman Instr. 
Beneficial Fin. 
Bethlehem Stee! 
Botany Ind. 
Briggs & Strat. 
Budd Company 


Burlington ind 


Calif. Pack 
Canada Dry 
Canadian Pac 
Carpenter, L.E 
Carrier Corp 
Case (J. | 
Celanese 
Cessna Air 
Ches. & Ohio 
Chrysler 
Cities Service 
C. |. T. Financial 
Colo. F. & 1 
Columbia Broad 
Comm. Credit 
Conde Nast 
Cont. Motors 
Cooper-Bess 
Crescent Eng 
Crowell-Collier 
Curtiss-Wright 
Cutter Lab 


Dixon Chem 
Douglas Aircr 
Dow Chemica! 
DuPont (E. | 


Eagle-Picher 
Eastern Air L 
Eastman Kodak 
Ex-Cell-O 


Fairmont Foods 
Fanstee! Met 
Firestone T. & R 
FMC Corp 
Foster Wheeler 
Fruehauf Trailer 


Gen. Dynamics 
Gen. Electric 
General Foods 
General Motors 
Gen. Refract. 
Gen. Telephone 
Geo.-Pac. Corp 
Gillette Co 
Goodrich B.F 
Goodyear Tire 
Grumman Air 
Gulf Oi! 


Hazeltine 
Hupp Corp 
Inter'!. Harv 
Inter’!. Nickel! 


inter'!. Paper 
int. T. &T 


Jamesbury 
Johns-Manville 
Jones & Laugh 


Kansas City So 
Kawneer 
Kennecott Cop 


Lear 

Lionel Corp 
Lockheed Aircr 
Lone Star Cement 


Magma Copper 
Martin Co 
Monsanto Chem 
Montgom. Ward 
Motorola 


Nat. Cash Reg 
Nationa! Dairy 
National Gypsum 
National Homes 


National Theatres 


N. Y. Central 
Northern Pac. 
Northrop Corp 


Northwest Air 
Norwich Pharm 


Olin Mathieson 


Penn-Dixie 
Pepsi-Cola 
Perm. Filter 
Pfizer (Chas 
Phelps-Dodge 
Philco Corp. 
Phillips Pet 
Pitney-Bowes 
Pittsburgh Sti 
Procter & Gam 


Radio Corp 
Rayonier Inc 
Raytheon Mfg 
Republic Steel 
Revere Cop. 
Reynolds Metals 
Reynolds Tob 
Royal-McBee 


St. Regis Paper 
Schenley 

Sears Roebuck 
Sherwin-Will. 


Sinclair Oil 

So. Pacific 
Southern Ry 
Sperry-Rand 

$.0. California 
Standard Brands 
Sterling Drug 


Texaco 

Tide Water Oi! 
Timken Rol. B 
20th Cent.-Fox 


Union Finance 
United Air L 
U. S. Gypsum 
U. S. industr 
U. S. Rubber 
U. S. Steel 


Va. Elec. & Pr 


Ward Ind 
West'h'se A.B 
Westinghouse 
Wrigley (Wm 


Yale & Towne 
Zenith Radio 





SPECIAL OFFER. Send for this new Report today on “10 Stocks UNDER 


$20 witH A HIGH Prorir POTENTIAL FOR 1961-62"—plus our latest Buy-Hold- 
Switch Ratings on 529 Key Stocks and a 2-week trial to the weekly Spear 
Market Letter for the special introductory rate of just $1. 
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SPEAR & STAFF inc. Babson Park, Massachusetts 


Yes, here is my $1. Send me at once 
your new Report “10 Stocks 
UnpeR $20 with a HiGH Prori 
POTENTIAL FOR 1961-62,” plus your 
latest Buy-Hold-Switch Ratings on 
529 Key Stocks—with a 2-week trial 
subscription to the Spear Market 
Letter. 


Check here if you 
at special rate of 


refer a 3-months’ trial 
20. (Regular rate $25.) 


NAME... 
STREET 


ee ZONE STATE.. 


(This offer is open to new readers only.) 
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Anh 


with insured safety! 


2 4',% interest (current annual rate). ® Accounts | 
insured to $10,000 by the Federal Savings and 
Loan Insurance Corporation, a permanent agency 
of the U.S. Government. 8 Interest paid four 
times a year. 8 34-year record of unbroken inter- 
est payments. 8 Save-by-airmail; we pay postage 
both ways. 8 Funds postmarked by the 10th earn | 
interest from the lst. @ Member association of 
Great Western Financial Corporation (represent- 
ing combined assets: over $850,000,000). 

= oe oe oe ee ee ee ee ee ee ee ee ee ee oe 
Centra! Savings and Loan Association 

1235 Chorro Street, San Luis Obispo, California 
Attention: Mr. J. A. FOREMAN 

Special Accounts Officer 


]) Enclosed find my check in the amount of 
3 inti 


[) Please send me further information on how 
my funds can earn 442% interest with in- 
sured safety at Central Savings. 


Name 


Street 


City. ._ == 


Central Savings 


& Loan Association ¢ San Luis Obispo, California 


- 


= Zone 








vy. ROWE PRICE | 
GCROWTH STOCK 
FUND, INC. 


(WA) BALTIMORE, MARYLAND 





OBJECTIVE: Possible long term growth 
of principal and income. 
OFFERING PRICE: Net asset value. 
There is no sales load or commission. 
REDEMPTION PRICE: Net asset value 
less 1%. 
Prospectus on request 


Dept. B 
10 Light Street Baltimore 2, Md. 
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CHARTCRAFT 
P&F SERVICES 
NYSE +- ASE - OTC 


NOW IN ITS 14th YEAR 


One of the largest Point and Figure Service pub- 
lishers in the country. For the trader and inves- 
tor, three separate weekly reports on over 700 
NYSE Stocks, 450 ASE Stocks and 450 OTC Stocks. 
Each report gives the buy and sell points and 
price objectives on these stocks, including price 
changes for the maintaining of charts. Each re- 
port feotures a Stock of the Week plus other 
point ond figure charts and stock indexes. Check 
the service you desire and send this ad with $10 
for each six week trial. 

O oTe 


Ct) NYSE O ASE 
You will receive FREE by First Closs Mail our 64- 
page Manual on Point and Figure trading. Mail 
your check today to Dept. F-32. CHARTCRAFT, 
inc., 1 West Avenue, Larchmont, N. Y. 
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THE FUNDS 


| Installment Investing 


IRONING OUT _ 
THE UPS AND DOWNS 


Many mutual fund investors—though 
they may not be aware of it—have 
useful mathematical device 
working for them. This is known as 


| dollar cost averaging. It works auto- 


matically for any investor who puts a 
regular and steady sum of money into 
mutual fund investments. The key 
word here is “regular.” It doesn’t 
matter too much whether the invest- 
ment is made quarterly, monthly or 
even weekly. But it has to be regular. 
And it has to be exactly the same 
amount of money every time. Other- 
wise dollar cost averaging doesn't 
work. 

The Higher the Fewer. What is this 
dollar cost averaging and what good 
is it? It runs this way. First the in- 
vestor picks his security. He may, of 
course, choose either a mutual fund 
or any single common stock. If he 
decides that he can invest, say, $100 
a month on a regular basis, and his 
security stands at $10 a share, he will 
receive ten shares for his first check. 
If the stock price should rise to $12.50 
in the following weeks, then the next 
payment will bring him only eight 
shares. But should the price sub- 
sequently fall over the next few 
months to a low point of only $5 a 
share, then he will get more and more 
shares each month until at the $5 
level he will receive as many as 20 
shares. 


In this way, he will accumulate over 
the years a larger number of shares 
when the price is low rather than 
when it is high. This will tend to hold 
down the average price per share of 
his entire holding. The beauty of the 
system is that even in a fluctuating 
market the investor can come out 
ahead of the game. 

For the investor who uses this 
method with a single stock rather 
than a mutual fund, there are, how- 
ever, major drawbacks. Should he 
lose confidence in the chosen security 
or learn of another stock he finds 
more attractive, he will find that 
breaking off his purchases spoils the 
automatic working of dollar cost av- 
eraging. 

But an accumulation plan in a good 
fund is more flexible. Because the 
fund’s diversified holdings are con- 
tinually being changed as manage- 
ment thinks fit, the investor doesn’t 
stake his capital on any single stock 
or even any inflexible, fixed port- 
folio of stocks. Whatever skill and 
judgment that the fund management 
brings to bear on their portfolio is 
able to work in favor of the install- 
ment paying stockholder. 

Of course, the investor can get the 
same advantage by dollar cost averag- 
ing in shares of closed end investment 
companies. 

For the investor who has decided 
that the best vehicle for dollar cost 
averaging is a mutual fund, it is not 
enough to select that fund and then 
sit back. For he is faced with yet 
another decision: which of the two 
basic types of accumulation plans will 
best suit his needs? There is the vol- 
untary plan and there is the so-called 
contractual plan. In the latter he is in 





Market 
Price 


10 


Regular 
Payment 


Shares 
Bought 
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Total Shares 


PROFITING FROM FLUCTUATIONS 
—-WITHOUT REALLY TRYING 


The table below gives a simplified example of the workings of dollar 
cost averaging. In this example the market fluctuates but ends up a 
good deal lower than it started. Nevertheless, the faithful dollar cost 
averager comes out ahead. Reason: his investment dollars were working 
hardest when the price was lowest. The example is hypothetical, but is 
fairly close to what actually happened during the Great Depression. 
An investor who started dollar cost averaging in 1929 at the top would 
have been ahead by 1935—even though the market was still way down. 


Total 
Market Value 


$ 40 
72 
85 

108 
175 


320 
320 
351 
302 
402 


Total 
ned investment 


4 $ 40 
9 80 
17 120 
27 160 
35 200 


40 280 
45.7 280 
52.4 320 
60.4 360 
67 400 
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FUNDS 
VS. THE MARKET 


382 STOCK CHARTS 


showing daily action on, 5 


The best chart value of all. You get one complete set 


| | of 382 line charts—one chart for each stock listed 
10 Leading Stock Funds below. Each *up-to-date chart shows daily high, low, 
| close & volume for a charted period of app. 8 months. 
} — chart also shows a ‘200-day moving average"’ 
j ine.) 
SK ACF-Wrig Con Edis tat Harv Rayonier 
x itt Cont Bak int Nick 
Lionel iegler 


int Paper 
int Rectif 
Am Tel & Tel Ou Bois Ch Litton Ind inelair 
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tt AM P ine Ai Elec mith Cor 
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Mack Trk Sou Pac 
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effect committed to completing the ear’. 
full series of payments. Again, should MCA ine Std Oi! Cal 
he choose the contractual plan with MeDon Air td Phe 
insurance? (If he should die, the in- tevens J P 
surance company would complete his 
payments for him.) 

The Path of Virtue. By taking the 
loading charge for the entire program 
out of the first year’s payments, the 
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Curtis Pub 
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actor (Max) 
Fair Whit 
All Research Faireh (a 
Audie Dev Fairch Strat 
Auto Cant Ferro Co 
Fibre Pap 
Firestone 
Fst Chart F 
Fiseher & Por 
F lintkete 


ALL HAVE TWO THINGS IN 
COMMON: EARNINGS ARE 
RISING STEEPLY AND THE 
“INSIDERS” ARE BUYING 





Mesabi Trust 
“GM 

Bar Chris 
Barnes Eng 
Bauseh & L 
Beckman 
Beechnut 
Bell & How 
3estwall 


Microwave Tech Mater 
Min & Chem Tech Oper 
Mp! Hon Technicolor 
Mion MM Tenn Gas 
Molybden Texace 
Monsan Ch Tx G Prod 
Mont Ward Texas G Sul 


Foremost D 


This message is addressed to you as an Fruehauf 





investor who is looking for better in- 
vestment results—and wants to get them 
without spending a lot of money. If this 
fits YOU then it will pay jo read this 
announcement. It explains a new road 
to profits in the stock market, A ROAD 
TH COULD MEAN EXTRA PROFITS 
TO YOU. 
For the past 17 years, our editor. 
Rodger W. Bridwell, has made an ex- 
tensive analysis of insider trading, i.e.. 
the .y and selling corporate offi- 
cials do THEIR OWN COMPANY'S 
STOCK. He discovered that when a con- 
sistent pattern of buying or selling 
develops and continues month after 
month, a story of great importance is 
bein told. For example, THOSE 
STOC THAT SHOT UP 100%, 200%, 
OR EVEN 1,000% IN PRICE very often 
had one thing in common. Namely, 
during the months (or years) when the 
stock was dormant and neglected by 
the investing public, the insiders were 
quietly buying thousands of shares. 
In short, when in a relatively short 
time, a stock TRIPLES or QUADRUPLES 
in price you may rest assured it is no 
accident. The insiders are reaping a 
omer ak planned windfall—_A WIND- 
FALL THAT YOU CAN SHARE if you 
know how to correctly interpret the 
evidence. 
And this is only logical because, the 
INSIDERS know more AND SOONER 
about the state of their own business 
than anyone else. Sooner or later this 
information will pay off. So if they are 
willing to back their judgment and in- 
side knowledge with cash on the line, 
what more convincing reason to buy 
could you want? 
THE INSIDER REPORT staff studies 
thousands of insider transactions 
quickly and accurately. Then calls your 
attention to the significant buying—or 
selling—patterns . . . The patterns a 
preceded sensational rises to su 
rowth stocks like AMERICAN A 
HINE, CROWN CORK AND SEAL, and 
others. 
To get = a 8 page INSIDER 
REPORT plus cial report on “10 
SPECIAL BITUATI NS TO BUY NOW.” 
tear out this ad; send it with your name 
and address (printed ) and only one 
dollar to BRIDWELL & COMPANY, P.O. 
BOX 5067, DEPT. D14, STANFORD, PALO 
ALTO, CALIFORNIA. 
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contractual plan penalizes any share- 
holder whose payments lapse, thus 
tending to hold him to the path of 
virtue. But compared with the volun- 
tary plan, it is generally more expen- 
sive. For the sales load on the con- 
tractual plan takes a large slice out of 
that part of the investor’s capital that 
works hardest for him—the part that 
will be growing and compounding 
over the plan’s full life. Except, then, 
for the investor who knows that fiscal 
self-discipline is one of his weaker 
points, the voluntary plans are the 
best bet. 

Hard to Grasp. One mutual fund 
which has had much experience with 
accumulation plans is Denver’s Finan- 
cial Industrial Fund, 64° of whose 
$246-million net assets are in such 
plans. “We started the plans back in 
1935, when the fund was organized,” 
says Chairman Charles F. Smith. “At 
that time, the depression was on and 
the only way most people could have 
invested was through these small 

payments.” 

Smith agrees 
that investors are 
often baffled at 
first by the me- 
chanics of dol- | 
lar cost averaging. 
“It’s a little dif- 
ficult for some,” 
says he, “it takes 


Charles Smith some explanation 
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*All charts are brought up-to-date after the markets’ 
close every Friday. Your one complete set of up-to- 
date charts will be mailed to ae the Friday night 
immediately following receipt of coupon below. Your 
total cost is only $5. 


(Introductory Offer—New Subscribers Only.) 
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| TRENDLINE CORP. 
82 Beaver St., New York 5, N. Y. 
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WITH 
INSURED 
SAFETY 


4: 


CURRENT RATE PER ANNUM 


e Dividends paid or compounded 
quarterly and ail withdrawals paid 
on demand since our charter was 
granted in 1937 e Corporation, trust 
and other funds accepted e All 
accounts insured to $10,000 by 
Federal Savings & Loan Insurance 
Corp. « Funds received by 10th of 
month earn from lst e We pay air- 
mail postage both ways. 

For more details, send coupon 
below or write for Brochure No. 122. 


1937 


SAVINGS AND LOAN ASSOCIATION 
225 E. Broadway, Glendale 5, Calif. 


just minutes from the center of Los Angeles 


ASSETS OVER $195 MILLION 


R. M. RIGGLE, Asst. Vice-President 
Please send Brochure No. 122 to: 
NAME 
ADDRESS 
CITY, ZONE 

STATE ee 

~ _C PLEASE PRINT) ail 
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Opportunities inWARRANTS 


tf you are interested in making each $1 do 
the work of $100 or $1, in a risi 
market—then you should be intereste 
in common stock WARRANTS. 

What are warrants? 

How is it that each dollar wisely in 
vested in warrants during a bull mar 
ket may bring capital appreciation as 
much as 1000% or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

How do you avoid the equally great 
losses which may follow unintelligent 
speculation in warrants? 

@ What warrants are outstanding in to 
day's market and how should they 
be bought and sold? 

For the answer to all these questions, you 

should not miss the most widely-praised and 

only full-length study of its kind—'‘''THE 

SPECULATIVE MERITS ‘oF COMMON STOCK 

WARRANTS" by Sidney Fried. For your 

copy of this book detailing the full story of 

warrants, and a current list of !!10 warrants 

—, should know about, send $2.00 to 


M. Associates, Dept. RUN 











R. 
F- 188, 220 Fifth Avenue, New 
THE 
C4 . 
Sradors Tage 


York 1, N. Y¥. or send for 
A monthly, one page report on one stock for 


free descriptive folder. 

traders only. Cost $36.00 a year with order 
Combines fundamental research with tech- 
nical point and figure charts. You get price 
objective and stop-loss point. Each issue 
gives all previous recommendations and 
sales. Refund of unused portion of subscrip- 
tion anytime—no questions asked. Send $36 
today to Dept. F-16 


BUSINESS REPORTS, INC. 
Larchmont, New York 








| ing conversion privileges. 


—it’s by no means a simple thing like 
interest, for instance.” 

In fact, it’s probably true that many 
of the hundreds of thousands of share- 
holders who have invested a total 
of $3.2 billion in one type of accumu- 
lation plan or another, understand 
only the more immediately apparent 
advantages of putting away steady 
amounts of money in regular periods. 
But understand it or not, the device 
of dollar cost averaging is quietly 
working away for investors who faith- 
fully stick to a systematic investment 
plan. 


Conversion Privileges: 
CHOPPING AND CHANGING 


ONE DRAWBACK has always deterred 
the intelligent investor who finds 
himself otherwise attracted by a spe- 
cialized mutual fund: the finality of 
his decision. If he invested in an oil 
stock fund, for instance, and then 
decided that his prospects would be 
better in another type of fund, the 
cost of the switch was high. For he 
had to pay a fresh sales charge to 
the new fund. 

Nowadays, though, he can avoid 
this dilemma. One by one, the big 
groups that manage a whole series of 
specialized funds have started offer- 
This means 
that a shareholder in any one of their 
funds may transfer to any other fund 
he chooses in the series, without hav- 
ing to pay that second loading charge. 
Either he pays no charge at all, o1 
just a small sum to cover clerical 
costs. 

One group that recently introduced 
this free conversion privilege is the 
$535-million National Securities Se- 
ries. The shareholder, by paying only 
a $5 fee, can move his funds from any 
one of National’s funds to another. 
“A period of accumulation in our 
Growth Stock Series during a per- 
son’s working years,” points out 
Henry J. Simonson Jr., president of 
National Securities & Research Corp. 
which sponsors and manages Na- 
tional, “could be followed on retire- 
ment with a commission-free con- 
version into one of our other funds, 
emphasizing relatively generous in- 
come or protection of principal.’’ Most 

multiple - fund 
= a managers now of- 
fer their stock- 


holders such con- 


version privileges. | 
Among them: Axe | 


Securities Corp., 
Waddell & Reed, 
Investors Diversi- 
fied Services, Cal- | 
vin Bullock Ltd. 


Henry Simonson 


Current Annual Rate 


EARN MORE 


ON INSURED SAVINGS 
IN CALIFORNIA 
« Interest compounded quarter- 
ly « Savings insured to $10,000 
by the Federal Savings and Loan 
insurance Corporation + Funds 
postmarked by 10th of the month 
earn from Ist + Resources over 
$20 million + Airmail postage 
paid both ways « Founded 1927 
* FREE BOOKLET. “How to Make 


Money Moving Your ns 








Southern California 


Colorful 
Desk-top 
World 
Globe 
Bank 


Open your 
Savings account 
today... accounts to 
$50,000 invited 


Airmail 
funds to 


TRANS-WORLD 
SAVINGS tssccistion 


521 N. Euclid Ave. - Ontario 12 Calif. 











COLUMBUS AND SOUTHERN OHIO 
ELECTRIC COMPANY 


Dividend on Common Shares 


The Board of Directors 
of Columbus and 
Southern Ohio Electric 
Company,.onSeptember 
5, 1961, declared a div- 
idend of fifty cents 
(50¢) per share on 
the outstanding Com- 
mon Shares of the Cor- 
poration, payable Octo- 
ber 10, 1961, to share- 
holders of record at the 
close of business on 
September 25, 1961. 

G. C. SHAFER, Secretary 


the ELECTRIC Co. 


COLUMBUS AND SOUTHERN OHIO 
ELECTRIC COMPANY 
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READERS SAY 


(CONTINUED FROM PAGE 6) 


fairs, Mr. J. Donald Goodwin has had to 
discontinue writing Investment Pointers, 
the column which he carried on after the 
death (in 1958) of his father, long-time 
Forses columnist, Joseph D. Goodman 
--Ep. 


Zenith’s Split 


Sir: Your Zenith article in the Septem- 
ber 1 issue was a very comprehensive 
story. But I note that you mention Zenith 
proposed a_ two-for-one stock split. 
Should you not have said a three-for-one 
stock split? 

—Tuomas J. DAUGHERTY 
Pittsburgh, Pa. 


Forses erred. Reader Daugherty is cor- 
rect-—Eb. 
Kennecott’s 5% Plus 

Sir: I note that Kennecott Copper Corp. 
was omitted from the “four score” of Big 
Board common stocks paying current re- 
turns of 5% or better (“High-Yielding 
Big Board Stocks,” Forses, Sept. 15). 
Kennecott’s yield is about 5.97% 

—LEsTER ZIFFREN 
Director of Public Relations, 
Kennecott Copper Corp. 
New York, N.Y. 


Forses slipped. Also inadvertently 
omitted was Sinclair Oil with a yield of 
5.35%—Eb. 


E. L. Smith vs. Mutual Funds 


Sir: You make the point that “no com- 
pany can afford to rest on its oars” (Side 
Lines, Forses, Sept. 1.) ...1 feel the same 
reasoning could be applied to Mr. Edgar 
Smith’s thinking (Readers Say, Forses, 
Sept. 1), who is “appalled at the 8% sales 





Financial World Selects 


8 SOUND Stocks for FAST GROWTH 


These days many stocks are stamped with the ‘ 


‘growth” label without regard 


to the real meaning of the term. Very frequently growth is applied to almost 
every stock in an industry regardless of whether earnings (the real evidence) 
are actually growing. Here is a selection of sound Big Board companies with 
records of rapid expansion of sales and earnings whose prospects are for 


continued strong growth. 


Don’t miss this typical FW “Study for Profits”. 


Your copy will be sent by. return mail, immediately upon receipt of your sub- 


scription order. 


NOW, just $12 is all it costs to join some 
67,000 investors who have learned to de- 
pend—come what may—on facts and 
guidance they get from FINANCIAL 
WORLD and its Added Services for the 
margin of safety and profits they want 
for their investments That's because 
FINANCIAL WORLD is focused on bring- 
ing you Sound Stock Values, providing 
continuous direction on hundreds of is- 
sues. You also get detailed reports on 
selected securities . company and in- 
dustry surveys showing comparative stock 
merits .. . market outlook developing 
trends .. . supervised groups of issues for 
every investment goal special stock 
studies for action now everything you 
need to make the best possible decisions 
regarding your securities in any kind of 
market 


Your $12 Brings You . 
26 Weekly Issues of 
FINANCIAL WORLD 


PLUS these ADDED SERVICES 
at no added cost: 





6 Monthly supplements of 
Appraisals,” rating up to 
stocks; “Advice-by-Mail” 
week; PLUS the 328-page “Stock Facto- 
graph" Manual—your guide to over 2,050 
companies and their stocks. (The Manual 


alone costs $5.) 


“Independent 
1,800 listed 
privilege each 


FREE... 1F YOU ACT NOW! 


You will also receive with your subscrip- 
tion the 72-page handbook to profits 
“Your Step-by-Step Guide to Investment 
Success” containing 34 chapters on what 
you need to know to be successful and 
stay successful 


YOU RISK NOTHING 


If this sounds like $12 that will increase 
your income, improve your portfolio and 
assure investment success just return 
the coupon with your check. (Added Sav- 
ings: All of the above for a full year only 
$20.) Check your preference. Either offe: 
carries an absolute money-back guaran- 
tee if not satisfied in 30 days 


POCSCSSSCSSSSSSSSE86686688888885 
a FINANCIAL WORLD, Dept. FB-101 

817 Battery Place, New York 4, N.Y. 
For payment ene l, please enter my orcde 


of FINANCIAL WORLD including “I 
praisals ek Factograph"’ \ 
and my FRE} HAND 


6 month 

pendent 

and Advic 

BOOK 

\ full year of FINANCIAL WORLD, i 
e—for $24 


a Zone. 











PACIFIC POWER 
& LIGHT COMPANY 


charge” to purchase a mutual fund. He 
may have written a revolutionary book 
on stocks in 1924, but this isn’t 1924 any Quarterly dividends of $1.25 per share on the 5°, preferred 
more, and his thinking seems one track stock, $1.13 per share on the 4.52, serial preferred stock, 
now. $1.54 per share on the 6.16% serial ae oe ea $1.41 

ee er share on the 5.64‘ serial preferred stoc 75 per 
a -ah on the 7.00‘, serial preferred stock, $1.50 per share 
on the 6.00°, serial preferred stock, $1.25 per share on the 

5.00°, serial preferred stock, $1.35 per share on the 5.40°; 

es A preferred stock, and 45 cents per share on the common 
stock of Pacific Power & Light Company have been de- 
clared for payment October 10, 1961, to stockholders of 
record at the close of business September 25, 1961. 


H. W. Millay, Secretary 
COMMODITIES IN CRISIS 


Send $1 for chart and next 5 issues of INVEST IN DIAMONDS 
DEX Buy Diamond Jewelry direct from one of Amer- 
CcCOMMO ica’s well known diamond cutters. Pay on) 


If the investor has a statement from 
the foreign company, he can take the de- Or Pence, can mean big Profit opportunities actual market price. Save 45 to ' 
duction on line 17b, e 1, of the Stand- i etal” coben teat aaee ‘sak’ oat seeceseseseresessesses=s= 
ard Tax Form 1040, by pode following tont-mnoving tute ee Let Bwibiy fmoves” to Mail Free 72 Page Catalog 
EMPIRE DIAMOND CORPORATION 
Empire State Bldg., Dept. 46, N.Y. 1, N.Y. 


Dividend Notice 


West Caldwell, N.J. 


Foreign Taxes 


Sir: I’ve noticed mention in Forses of 
dividend credits that the U.S. owner of 
stock in a foreign country can get for the 
“tax at source” levied by the country of | 
origin. Just how are these tax deductions 
applicable to my income so that I may 
claim credit? 





PORTLAND, OREGON 
September 13, 1961 











—Ruvusse_t J. Dayton 
Newport, R.I. 


: ss come, See how : MOD si a als *buy’’ 
the accompanying instructions. Lacking SS ae ch COMMODES charts pie- 
such a statement, he must fill out a spe- 


elp you ag 
with greater ousos trial today 
cial foreign tax credit form along with 


success. Send $1 for 5-day tr 
Form 1040. He can get this Form 1116 EX 


from any internal revenue office—Eb. 


Name 


90 West Broadway, New York 7, BArclay 7-6730. Address 
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¥ 9% % 


CURRENT YEARLY INTEREST 
PAID OR COMPOUNDED 
QUARTERLY 


SAVE BY AIR MAIL - POSTAGE FREE 


*& Funds received or postmarked by 10th earn 
interest from the lst of the month 


*® Resources, $300 Million * Founded 1920 


*® Reserves over $25 Million more than TWICE 
Federal requirement 

*% Legal for pension, trust, church, founda- 
tion and corporate funds 


% Member First Charter Financial Corp. with 
assets over $860 Million 


* Each account insured to $10,000 by the 
Federal Savings and Loan Insurance Corp.. 
an agency of the U.S. Government. 


* Member Federal Home Loan Bank 
Mai! Check or Request Financial Statement 
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Mr. J. Kirkley, DEPT. 200 
210 E. PHILADELPHIA STREET 








WHITTIER, CALIFORNIA 
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em 
7) ; 
Corporation 


A Diversified Ciosed-End 
Investment Company 
Third Quarter Dividends 
Record Date September 20, 1961 


30 cents a share 


on the COMMON STOCK 
Payable October 1, 1961 


67‘ cents a share on the 
$2.70 PREFERRED STOCK 
Payable October 1, 1961 


65 Broadway, New York 6, N. Y. 


BARRON'S 
CONFIDENCE INDEX 


by David Koppman 
\ VE 30 year history of the INDEX 
(1932-61) compared with the Dow-Jones 
Ind] Average, plus a 30 year chart of both 
indicators (over 1800 copies sold). $2.00 
THE MONEY MARKET 
4) Exchange Place. N. Y. 5. N. Y. 








These reports are read by bankers, econo- 
mists, professors of finance, stock market 
analysts and professional traders. 
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still or are going down than are going 
up. While a few stocks are making 
new highs, many of the former specu- 
lative favorites (especially the glam- 
our stocks which were the backbone 
of last spring’s spectacular rise) are 
10°, 20°. and even 50°: below thei: 
former tops. In other words, in spite 
of the quite satisfactory recovery in 
business and in spite of higher gov- 
ernment spending, the rise in stocks 
has failed to gather real momentum. 

Indeed, we have a few object les- 
sons now teaching the consequences 
of permitting unrestrained optimism 
to run away with price/earnings ra- 
tios. Those who bought Texas Instru- 
ments, a splendid growth company, 
at above 200 on the theory that earn- 
ings always would grow at the com- 
pounded rate of 1955-60, just did not 
allow for the possibility of a price 
war in semiconductors. Those who 
bought General Dynamics in the 50s 
and 60s more or less on the abstract 
idea that a company interested in so 
many new things could not go wrong 
forgot that a company like this could 
lose money in a big way, too. 

Now, there are still stocks which 
are selling just as high in relation to 
values as Texas Instruments, General 
Dynamics, Universal Match and Tran- 
sitron were at their highs. Current 
prices for them allow for nothing to 
go wrong—and things do go wrong at 
times in most new industries. O/ 
course you can say that IBM, and 
perhaps Pitney-Bowes, never did 
run up against reverses, but they are 
the exceptions that prove the rule. 

Two shares in excellent companies 
that I think are selling at dangerously 
high prices are Litton Industries and 
Beckman Instruments. I wonder, too, 
about some of these shares in big 
food companies. They are not good 
“defensive” investments at 30 or 35 
times earnings to return a yield of 
2%. In most cases, mind, there is 
nothing the matter with them except 
the price and the thinking of the 


| people who are buying at these prices. 


Of course, there are stocks which 
will go up even in the worst markets. 
Not everything is overvalued, and 
some stocks are more overvalued, 
more exploited, than others. The 
trouble is that these exceptional is- 
sues are difficult to find. 

Furthermore, do not get the idea 
that the stock market is big enough 
and broad enough to allow more than 
an infinitesimal minority of stock- 
holders to sell at the top, or even 
near the top. At the present rate of 
trading, assuming their selling would 
not cause any decline in prices, it 


would be possible for not more than 
6“ of all stocks to be liquidated in a 
year. If owners should decide to sell 
2¢- of all the stocks they own within a 
month or two, the chances are that 
prices would fall not less than 15%, 
and probably 20%. 

What I am trying to say is that the 
people who own stocks at the highs, 
in most cases, will own them at the 
lows. No very substantial part of all 
the stocks will be sold in advance of 
a market correction bigger than any 
we have had in the past 19 years— 
and we really have not had a major 
decline in stocks since the one that 
followed Pearl Harbor. 

I am trying to suggest that this is 
a time to cut back holdings of com- 
mon stocks, to cull out the disappoint- 
ments, to sell the issues in which 
losses have accumulated and let Uncle 
Sam share the losses just as he 
shared the profits, and to take profits 
in at least part of the stocks which 
appear high-priced in relation to 
earnings. I am pretty sure that it is 
seldom wrong to take losses in hivthlv 
speculative stocks, especially at a time 
like this; and I am also fairly sure 
that it won't do any harm to travel 
lighter for a while. This is not a time 
to buy stocks for “big” profits for “the 
long pull.” If it is a time to buy 
stocks, it is a time to buy them fo: 
small profits for the short pull. 

How wrong can you be if you cut 
back at this time? Well, you can (and 
some cases probably will) fail to get 
the absolute tops. You can go back 
in too soon, as those who sold Texas 
Instruments at 250 probably will if 
they buy back the stock at over 109. 
You can decide you were wrong and 
go back in at the top, or nearer the 
top. In event of wild, uncontrolled 
inflation (such as I am sure this Ad- 
ministration won't permit without all 
sorts of unwelcome roadblocks) the 
DJ industrials could go to 1,000 or so 
and make you feel very foolish—and 
make this columnist look very bad. 

What can you do with money taken 
out of the stock market? The best 
thing probably would be to let it rest 
a while. You can put it into good 
tax-exempt bonds. You can put it 
in a savings bank or in a savings and 
loan institution. You can buy short- 
term U.S. Treasuries. If you buy 
tax-exempts, I would suggest issues 
that are reasonably marketable, and 
that you buy in at least $10,000 units 
so as to avoid odd-lot troubles. 

Should you sell everything? My 
answer is an emphatic no! Keep your 
really good stocks that are more rea- 
sonably priced. If they go down, say 
“So what?” But travel lighter and be 
less bullish as stocks advance. This 
is not a time to accumulate. 
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ON THE BOOKSHELF 


Books reviewed in this column are not obtain- 
able from Forbes, but may be purchased from 
your local bookseller or direct from the publisher. 


OnE FoR A MAN, Two ror A Horse: A 
PicroriaL History, GRAVE AND COMIC, OF 
Patent Mepicines. By Gerald Carson. 
Doubleday & Co., New York, N.Y. $6.50. 

Mr. Carson has compiled an amusing 
“souvenir in words and pictures” of the 
consumer’s life before the Pure Food and 
Drug Act. Today’s TV medicine men pale 
beside the ingenious, nervy advertisers 
of old-fashioned patent medicine, and the 
copywriters who labeled the medicine 
bottles were even more imaginative. The 
250 pictures are accompanied by captions 
and short chapters. 


Crrizen Hearst. A BIOGRAPHY OF WIL- 
LIAM RANDOLPH Hearst. By W. A. Swan- 
berg. Charles Scribner's Sons, New York, 
N.Y. $7.50. 

The flamboyant American publisher is 
treated with an impartiality which brings 
him to life far more vividly than all 
previous attempts at worship or damna- 


Southern California 
Edison Company 


DIVIDE NDS 
The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 

COMMON STOCK 


Dividend No. 207 
65 cents per share; 


PREFERENCE STOCK 

4.48%, CONVERTIBLE SERIES 
Dividend No. 58 

28 cents per share; 


PREFERENCE STOCK 

4.56%, CONVERTIBLE SERIES 
Dividend No. 54 

28/2 cents per shore. 


The above dividends are pay 
able October 31, 1961 to 
stockholders of record Octo- 
ber 5. Checks will be mailed 
from the Company's office in 
Los Angeles, October 30. 


P. C, HALE, Treasures 


September 21, 1961 
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tion. An unlimited parental purse opened 
to a man of dazzling astuteness, political 
ambition, and inborn showmanship pro- 
vides contradictions not only fascinating, 
but often chilling. Hearst’s father once 
said of his young son: “When he wants 
cake, he wants cake, and he wants it 
now.” This biography carefully docu- 
ments cake after cake being devoured, 
wasted or lost. 


THe Emercinc SoutH. By 
Clark. Oxford University 
York, N.Y. $6. 

A southern farmboy grown into south- 
ern historian chronicles the struggle of 
his homeland upward from the bank- 
rupt Twenties and depressed Thirties. 
Mr. Clark shines in his detailed coverage 
of the improvements wrought by cheap 
labor and power, an agricultural revolu- 
tion, better schools and healthier people. 
He also points out that low taxes and 
lower wages are less important to the 
South’s continued progress than is the 
gradual modernization of its social and 
political structure. 


Thomas D. 
Press, New 


A Magsority or ScounpDRELS: An INFORMAL 
History OF THE Rocky Mountain Fur 
Company. By Don Berry. Harper & Bros., 
New York, N.Y. $8.95. 

The riches of the American fur trade at 
its height brought on one of the most 
violent business wars in history. Mr. 
Berry tells the story of the Rocky Moun- 
tain Fur Company’s bid during the years 
1822-34 to challenge John Jacob Astor’s 
American Fur Company. He amusingly 
exposes such fabulous rascals as James 
Beckwourth, Jedediah Smith and Hugh 
Glass. 


AMERICAN EpucATION. Facts, FANCIES AND 
FotKiore. By Raymond P. Harris. Ran- 
dom House, New York, N.Y. §5. 

A disciple of John Dewey insists that 
we have the finest educational system in 
the world, but not enough equipment. 
Equating facilities with results, Mr. 
Harris believes that only federal aid will 
create a national educational standard, 
even though he wants the uses of the 
money to be decided locally. He ably 
attacks the “folklore” surrounding mod- 
ern education (that children learned 
more 50 years ago, that our teachers 
ignore the bright student, that progres- 
sive education is anti-intellectual. Un- 
fortunately, the author uses a myth of 
his own, namely, that all we need is 
cash to achieve pedagogical perfection. 


CHAIRMAN OF THE Borep. By Edward 
Streeter. Harpers, New York, N.Y. $3.95. 

Graham Crombie, at age 65, suddenly 
finds himself an exile of leisure, the vic- 
tim of his own compulsory retirement 
rule. He and his Jenny proceed to trade 
Wall Street’s frenetic activity for the 
rolling tranquillity of the classic country 
Shangri-La — “Connecticut farmhouse, 
shady elms, and trout brook.” Probing 
this calendar year upheaval of life, 
Streeter blends wit and common sense to 
put this idyllic fantasy into cruel but 
practical perspective. Unoccupied quie- 
tude soon breeds discontent. The Crom- 
bies prepare to return to their familiar 
world of bulging portfolios. 


42% Interest 


with Insured Safety! 


© 4%% a year (current annual rate). 

* Interest paid or compounded quarterly. 
Accounts insured to $10,000 by the Federal 
Savings and Lean Insurance Corporation, a 
permanent agency of the U.S. Government. 
Full FSLIC coverage available on 
almost any amount (through a series of 
multiple or trust accounts). 

Savings protected by Great Western's 
$400,000,000 in assets. 

Savings postmarked by the 10th earn 
interest from the Ist. 


| GREAT WESTERN SAVINGS 


| an Associati 
J. A. Frost, National t Dept. P.O. Box 54174 
| Term.nal Annex, Los Angeles 54, Calif. 


| [) Please open my Savings Account at Great 
Western Savings. | enclose [] check, [) money 
| order in the amount of $ 


0) Please send me your comprehensive savings 
| brochure, ‘You and Your Money.” 
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CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 





Divipenp No. 55 | 


Tne BOARD OF DIRECTORS has 
this day declared a regular quar- 
terly dividend of Fifty-Seven 

and One-Half Cents (57%2¢) 
per share on the capital stock of 
the Company, payable Novem- 
ber 15, 1961 to stockholders of 
record at the close of business 
October 16, 1961. 


JOHN MILLER, Secretary 


| September 13, 1961 
































REL RABE ODN RS Se SA 
THE RICHARD D. WYCKOFF COURSE 
OF STOCK MARKET INSTRUCTION 


is starting its 31st yeor. The reason... 
it’s a (Net en advis- 
ery service. ‘or free brochure F22. 


WYCKOFF ASSOCIATES, INC. 


40 S. Fairview Park suis Ilinois 





The Interim Technical Review 


Thorough, thoughtful appraisals of current & an 
ticipated stock trends, using well-rounded approach to 
critical celectivity & careful timing, intended for 
professional & sophisticated private investors & specu 
lators. tlMustrated with classic Point & Figure charts 
Twice monthly. By subscription, moderate cost. Com 
plimentary to active brokerage clients 


WOLFE & Co. 


Members N.Y. Stock Exchange 
Dept, F-11, 72 Wall Bt.. N.Y. 5 
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do-it-yourself” investing 
“do-it-yourself” investing 
“do-it-yourself” investing 
“do-it-yourself” investing 
“do-it-yourself” investing 
“do-it-yourself” investing 


This is no time for 
This is no time for 
This is no time for 
This is no time for 
This is no time for 
This is no time for 


l can be Scat yee adage, 


Never in many years have sound investment decisions 
been more difficult to make than they are today. The 
prospects for whole industries are changing. Some 
stocks are at new highs, some severely depressed ; others 
with sound intrinsic values have not yet reached their 
full potential in growth and appreciation. Constructive 
portfolio changes have paid off in the past few months, 


sional management of your portfolio. And such skilled. 
unbiased and continuing supervision is available at very 
modest cost through FORBES SECURITIES MANAGEMENT. 

It is a completely personal service, tailored to the 
needs and objectives of the $50,000-and-up investor. It 
establishes a person-to-person relationship with sea- 
soned, impartial investment managers whom you may 


and should continue to prove profitable. No investor can 
afford to sit on a static portfolio. But to attempt today 
the highly specialized job of money-management on a 
part-time, part-informed basis is to increase immeas- 
urably the chances of irreparable loss. 


The only practical alternative is full-time, profes- 


consult at any time concerning your program. 

3ehind FORBES SECURITIES MANAGEMENT is an or- 
ganization famed for 44 years of accuracy and integ- 
rity in gathering and interpreting investment facts, 
and a record of successful handling of portfolios run- 
ning into many millions. 





Forbes Securities Management Inc. 
70 Fifth Avenue, New York 11, N. Y. 


[ would like to know more about the services of Forses 
SECURITIES MANAGEMENT. Will you kindly send me without 
obligation complete details? My present investments are 
valued at approximately § I have an additional 
$_____In cash available for investment 


nn ORE 


Subsidiary of FORBES Inc. 


For full details, please supply the 
information requested in the coupon 
It will be held in strict confidence. 
You will receive, without cost or 
obligation, a copy of the booklet 

on FORBES SECURITIES 
MANAGEMENT by return mail. 
It could well prove the most 
profitable reading you ever did. 
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TRENDS & TANGENTS 
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reached a record high of 8 million, 
nearly double the 1950 total and a 
startling five times the 1.5 million who 
dared work back in 1940. 

e » . 

Unfair? Last month British Over- 
seas Airways Corp. faced a strike by 
500 British stewardesses with a novel 
complaint: the airline, protested the 
girls, gave its oriental stewardesses an 
unfair advantage by permitting them 
to wear their native costumes with 
slit skirts while British girls were 
restricted to the standard tailored 
uniform. To date there have been no 
reports of male passenger support for 
the protest. 

* . * 

The customer is . . . For all their 
poverty, the railroads seem willing to 
invest in special new equipment when 
the shipper demands it. Members of 
the Allied Railway Supply Associa- 
tion pitched their recent show at Chi- 
cago accordingly, exhibiting $20 mil- 
lion worth of such items as LPG tank 
cars, tear-drop-shaped hopper cars 
and coiled tinplate carriers. Business 
was reported brisk. 

£ = o 

At long last. Polystyrene makers are 
enjoying the first good news in many 
a day since little Rexall Drug Co. 
upped the price one cent last month 
to 19c a pound, and was soon followed 
by such major producers as Dow. 
Polystyrene had fallen 33% in four 
years under pressure from such newer 
plastics as polyethylene and poly- 
propylene. Said Rexall Vice Presi- 
dent Carl Setterstrom, “Nobody was 
making any money at those prices.” 

® ° “ 

Business between battles. Belgium’s 
Union Miniere du Haut Katanga an- 
nounced that all its Katanga plants 
and all but one of its mines were back 
at work after but two days of re- 
duced or halted operations during the 
UN-Katanga strife. The company’s 
hydroelectric plants also continued to 
run as usual. 

* 2 7 

The worm turns. After working two 
years without a contract, the United 
Steelworkers finally signed a four- 
year agreement with Lone Star Steel 
Co. The company promptly countered 
with a $5.5-million suit for damages 
incurred during a violent 1957 wildcat 
strike. Lone Star President Eugene 
Germany, himself a_ card-carrying 
musician, swears he will “take the 
hide off” the union. The damages could 
take about 20% of the international 
union’s spare cash. 
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Polaroid 
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Pennsylvania Railroad 

Philip Morris ; 

Pittsburgh, Fort Wayne & 
Chicago . vee 

Pittsburgh Steel . 

Punta Allegre Sugar 

Rexall! Drug 

Rohr Aircraft ... 

Salem Brosius . 

Scott Paper .... 

Sinclair Oil ... 

Spencer Chemical 1 

Standard Oil of California. . 

Swift 1 

Texas Instruments 

Union Carbide 

United New Jersey Railroad 
& Canal 

Wabash Railroad 

Waddell & Reed 

Zenith 


Texas instruments 
Transitron 
Unilever Ltd. . 
Unilever N. V. . 
Union Oil 

United Fruit . 
Universal Match 
Zenith .... 














NEXT ISSUE: 


The Path to Leadership. How has Chairman J. Spencer Love made Burlington 
Industries the biggest company in the most fiercely competitive major US. 
industry? For a description of his restless pattern of acquisition and adjust- 
ment, see Forses next issue. 
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THOUGHTS susith. ur 


Free peoples, be mindful of this 
maxim: Lib. :ty may be gained, but 
can never be recovered. —ROUSSEAU. 


The youth gets together materials 
for a bridge to the moon, and at 
length the middle-aged man decides 
to make a woodshed with them. 

—Henry Davin THOREAU. 


Error of opinion may be tolerated 
where reason is left free to combat it. 
—THOMAS JEFFERSON. 


Too many people are thinking of 
security instead of opportunity. They 
seem more afraid of life than of death. 

—James F. Byrnes. 


Mighty of heart, mighty of mind, 
magnanimous—to be this is indeed to 
be great in life. —JOHN RUSKIN. 


Earn a little, and spend a little—less 
—JOHN STEVENSON. 


May God give us firm masters, that 
is all we ask of them. Nothing is so 
dangerous for the underdog as a 
good-natured man at the top. 

—CHARLES PEGuy. 


Luxury lies not in richness and 
ornateness, but in the absence of 
vulgarity. —GABRIELLE CHANEL. 


The person of tomorrow must have 
ability to live with himself. This as- 
sures inner strength to do what is 
right in material and human relation- 
ships. Its fruits are peace of mind and 
serenity of being. —Rocer M. Keyes. 


Losses are comparative, imagina- 
tion only makes them of any moment. 
—BLAaIse PASCAL. 


If silence lends consent, the num- 
ber of men who have voted “aye” on 
a proposition they did not approve of 
is legion. —Leon L. Warters. 


To tax and to please, no more than 
to love and to be wise, is not given to 
men. —EpMUND BurkKE. 


I have no doubt that when the 
power of either capital or labor is ex- 
tended in such a way as to attack the 
life of the community, those who seek 
their private interests at such cost are 
public enemies and should be dealt 
with as such. 

—OLiver WENDELL Homes. 


Repose is a good thing, but bore- 
dom is its brother. —VOLTAIRE. 


The grand essentials of happiness 
are: something to do, something to 
love, and something to hope for. 

—ALEXANDER CHALMERS. 


That which thy fathers bequest to 
thee, earn it anew if thou wouldst 
possess it. —GOETHE. 


We learn from experience that men 
never learn from experience. 
—Georce Bernarp SHAW. 


B. C. FORBES 


Enthusiasm is the all-essential 
human jet propeller. It is the 
driving force which elevates 
men to miracle workers. It be- 
gets boldness, courage; kindles 
confidence; overcomes doubts. 
It creates endless energy, the 
source of all accomplishment. 


The rung of a ladder was never 
meant to rest upon, but only to hold 
a man’s foot long enough to enable 
him to put the other somewhat higher. 

—Tuomas Henry HuXLEY 


As manpower is replaced by othe: 
sources of energy the entire concep- 
tion of recreation shifts. What we do 
with these new leisure hours will de- 
termine the value of our culture. 

—Morrts L. Ernst 


No one lives content with his con- 
dition. —Horace. 


One’s self-satisfaction is an untaxed 
kind of property which it is very un- 
pleasant to find depreciated. 

—GeorceE ELIOT. 


Combinations of wickedness would 
overwhelm the world by the advan- 
tage which licentious principles afford, 
did not those who have long practiced 
perfidy grow faithless to each other. 

—Ben JONSON. 


Democracy is the line that forms 
on the right; the recurrent suspicion 
that more than half of the people are 
right more than half of the time; the 
feeling of privacy in the voting 
booths; of communion in the libraries; 
the score at the beginning of the 
ninth; an idea which hasn’t been dis- 
proved yet, a song the words of which 
have not gone bad. —E. B. Waite. 


All progress is based upon the uni- 
versal innate desire on the part of 
every organism to live beyond its in- 
come. —-SAMUEL BUTLER 


Praise, like gold and diamonds, 
owes its value to its scarcity. 
—SAMUEL JOHNSON 


A thought may be very commend- 
able as a thought, but I value it chief- 
ly as a window through which I can 
obtain insight on the thinker. 

—ALEXANDER SMITH. 


Self-reliance and self-respect are 
about as valuable commodities as we 
can carry in our pack through life. 

—LuTHER BURBANK. 


The mind that is anxious about the 
future is miserable. —SENECA 


There is a healthful hardiness about 
real dignity that never dreads con- 
tact and communion with others, how- 
ever humble. —WaAsSHINGTON IRVING 


Great spenders are bad lenders. 
—BENJAMIN FRANKLIN. 


Never tell evil of a man if you do 
not know it for a certainty; and if you 
know it for a certainty, then ask 
yourself, “Why should I tell it?” 

—JoHN LAVATER. 


Our doubts are traitors, and make 
us lose the good we oft might win, by 
fearing to attempt. —SHAKESPEARE. 


There is no alleviation for the suf- 
ferings of mankind except veracity of 
thought and action, and the resolute 
facing of the world as it is. 

—A.pous HUXLEY. 


| More than 3,000 selected “Thoughts” 
available in a 537-page book. Regu- 
lar edition, $5. 








A Text... 


Sent in by Mrs. J. Graff, Lincoln doing. 
Park, Mich. What's your favorite 

text? A Forbes book is presented 

to senders of texts used. 


For it is better, if the will of God be so, 
that ye suffer for well doing, than for evil 


—TI Peter 3:17 
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ARC JET POWERED SATELLITE MODEL 


PROPELLING A ahead BY wurdewed POWER. 
Most recent advance in developing the electric arc jet as a 
satellite selenide engine: a rad : 
dissipating 10,000°F. by 1 

thrust are strikingly improved, reliabilit) 

runs of 100 hours under simulated space conditions have been 
made at Avco’s Research and Advanced Development Division. 


AVCO CORPORATION, 750 THIRD AVENUE, NEW YORK 17, NEW YORK Al veo 


UNUSUAL CAREER OPPORTUNITIES FOR QUALIFIED SCIENTISTS AND ENGINEERS 
REGARDLESS OF RACE, CREED, COLOR, OR NATIONAL ORIGIN...WRITE AVCO TODAY 





What bats have taught us 
about missile defense 


> 


Phelps Dodge are links of paramount importance. 


Nature has endowed the bat with a built-in sound 
In applied electronics, in communications, in 


system that enables it to “see” objects in its 


path of flight. An electronic version of this in sO many areas that are 


power transmission, : 
sight-by-sound principle is used on the huge, vital to America’s progress, Phelps Dodge is 
far-ranging antennas that are our first line of playing a basic role. 
ballistic missile defense. Throughout this vital , . P . 

Deep in the process of shaping the future! 


network, highly sensitive coaxial cables made by 


PHELPS DODGE COPPER PRODUCTS 


CORPORATION e¢ 300 Park Avenue, New York 22, New York 





